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REPORT OF THE AUDITOR GENERAL OF CANADA 
TO THE HOUSE OF COMMONS 
FISCAL YEAR ENDED 31 MARCH 1986 
REVISED PARAGRAPH 7.95, 15 DECEMBER 1986 


7.95 Another consequence of the 1988 deadline was that, in order to meet the 
deadline, CSC believed it was necessary to adopt an accelerated approach including the use, 
in some cases, of sole source contracts. 


In July 1985, CSC initiated the process to enter into a sole source contract witha 
firm for project management services, including the services of one of the firm’s employees as 
project director. This employee had been working at CSC since July 1982 under an 
Interchange Canada agreement. As part of this process, CSC discussed the contract with the 
intended sole source contractor and provided information about the type of services required. 


In August 1985, CSC requested and received a proposal from the intended sole 
source contractor and prepared a Treasury Board (TB) submission to obtain approval from TB 
for the sole source contract. However, in October 1985, CSC decided not to ask for the 
approval of TB; instead it requested the Department of Supply and Services (DSS) to use its 
authority to award the contract on a sole source basis. Although CSC strongly believed that, 
because of urgency, a sole source contract was the best avenue, DSS persuaded CSC that a 
competition was desirable. 


In December 1985, DSS, on behalf of CSC, sent requests for proposals to 13 firms, 
including the firm recommended earlier as sole source. Eight firms replied and subsequently 
three were evaluated as qualified. The same firm that CSC had earlier designated as the sole 
source was awarded the contract by DSS on the basis of an assessment that this firm was the 
most qualified. This firm was also the lowest priced among the qualifying bidders. 


Our review indicated that, in substance, CSC accorded preferential treatment to 
the firm it had initially chosen as the sole source contractor. Furthermore, we saw no 
evidence that CSC took appropriate steps to avoid the existence or appearance of a conflict of 
interest on the part of the contractor’s official appointed as the project director, nor did CSC 
comply with the Treasury Board policy to prevent the risk of creating an employer-employee 
relationship with the contractor’s official. 


CSC’s response: Given CSC’s concern for timely completion of the project, 
initially CSC may not have paid sufficient attention to questions of perceived 
conflict of interest; however, by accepting the competitive route CSC took the 
appropriate step to avoid the existence or appearance of a conflict of interest. 
Therefore, on the basis of the information available at this time, CSC does not 
agree that it accorded preferential treatment to a particular firm once it 
accepted the contracting process accompanying the competitive route. 


(To be inserted in the 1986 annual Report of the Auditor General of Canada tabled in the 
House of Commons on 21 October 1986) 


RAPPORT DU VERIFICATEUR GENERAL DU CANADA 
A LA CHAMBRE DES COMMUNES 
EXERCICE FINANCIER CLOS LE 31 MARS 1986 
PARAGRAPHE 7.95 REVISE, LE 15 DECEMBRE 1986 


7.95 Par ailleurs, pour respecter l’échéance fixée 4 1988, le SCC a cru bon d’opter pour 
des démarches accélérées, y compris avoir recours, dans certains cas, a des marchés avec un 
fournisseur unique. 


En juillet 1985, le SCC a entamé des démarches pour conclure un marché avec 
un fournisseur unique dans le cas des services de gestion des projets, y compris les services 
d’un des employés de l’entreprise comme directeur de projet. Cet employé avait travaillé au 
SCC depuis le mois de juillet 1982, en vertu d’un protocole d’entente Echanges Canada. A 
cette fin, le SCC a discuté du marché avec le fournisseur visé et lui a précisé le type de services 
requis. 


En aottt 1985, le SCC demandait et recevait une proposition de la part du 
fournisseur unique visé puis il préparait une présentation au Conseil du Trésor (CT) en vue 
d’obtenir l’approbation de ce dernier concernant la conclusion d’un marché avec un 
fournisseur unique. Cependant, en octobre 1985, le SCC décida de ne pas demander 
l’approbation du CT; il demanda au lieu au ministére des Approvisionnements et Services 
(MAS) d’user de son autorité pour adjuger un marché a un fournisseur unique. Bien que le 
SCC fat d’avis qu’en raison de l’urgence, un marché avec un fournisseur unique constituait la 
meilleure avenue, le MAS réussit 4 persuader le SCC qu’il était souhaitable qu’il y ait 
concurrence. 


En décembre 1985, le MAS envoya, au nom du SCC, des demandes de 
propositions 4 13 entreprises, y compris l’entreprise recommandée initialement comme 
fournisseur unique. Huit entreprises ont soumis des propositions et, par la suite, trois d’entre 
elles ont été retenues. La méme entreprise choisie antérieurement comme fournisseur unique 
par le SCC s’est vu attribuer le marché par le MAS parce que, selon une évaluation, elle était 
la plus qualifiée dans les circonstances. L’entreprise avait également soumis le prix le moins 
élevé parmi les soumissionnaires qui se qualifiaient. 


Notre examen a permis de relever le fait, qu’en substance, le SCC avait accordé 
un traitement de préférence 4 l’entreprise choisie initialement comme fournisseur unique. 
En outre, nous n’avons pas relevé de preuves que le SCC ait pris des mesures appropriées pour 
éviter un conflit d’intéréts ou l’apparence d’un conflit de la part du représentant de 
lentrepreneur nommé comme directeur de projet. De plus, le SCC n’a pas respecté la 
politique du Conseil du Trésor afin de prévenir le risque de créer une relation employeur- 
employé avec le représentant de l’entrepreneur. 


Commentaire du SCC: Etant donné la préoccupation du SCC visant 
Vachévement du projet en temps opportun, il se peut qu’a l’origine le SCC n’ait 
pas donné une attention suffisante aux questions ayant l’apparence de conflit 
d’intérét; toutefois, en acceptant la vote de la concurrence, le SCC a pris la 
mesure appropriée permettant d’éviter la réalité ou l’apparence d’un conflit 
dintérét. C’est pourquoi, d’aprés les renseignements disponibles en ce moment, 
le SCC ne convient pas qu’il a accordé un traitement privilégié a une société en 
particulier une fois qu'il eut accepté le processus d’impartition allant de pair 
avec la voie de la concurrence. 


(A insérer dans le Rapport annuel de 1986 du vérificateur général du Canada déposé a la 
Chambre des communes le 21 octobre 1986) 


It is nearly four years since the Office of the Auditor 
General (OAG) began this publication. The first edition 
of Opinions appeared in the early summer of 1983. | 
wrote at the time that “in these complex days, good 
communication is extremely important. And so | 
welcome our new magazine, Opinions. | anticipate that it 
will communicate our Office’s significant auditing initiative 
and that it will also convey something of the spirit and the 
intellectual excitement that prevail here." 


| know that Opinions is widely read, because many 
people have spoken to me about it; and whenever there 
is an article describing, say, a technical breakthrough, we 
receive inquiries for more detailed information. So, the 
magazine has indeed proved a good instrument for 
communicating what we are doing at the OAG. 


It has also, | believe, been useful in conveying a sense of 
the culture of the Office to students and others who may 
be considering a career here. It has provided a forum for 
OAG members who have concepts to communicate. 

And, because Opinions is circulated to all staff as well as 
to a national and international readership, it has been a 


good way of informing our own people about what other ~ 


branches, groups, teams and regions are doing. 


However, there’s nothing that is done which cannot be 
improved upon; and the time has come to evaluate the 
impact of Opinions and, more particularly, to determine 
the kinds of articles that readers find most useful and 
informative. 


Within the next few weeks, you will be receiving a brief 
questionnaire — a survey of the readership of Opinions. 
The questionnaire will take only a few minutes to answer. 
| would be personally grateful if you could find time to 
complete it. Communication remains tremendously 
important. We are anxious to do it as well as possible. 


Kenneth M. Dye, FCA 


On 12 November 1986, Communications Principal 
Desmond Kimmitt interviewed Kenneth Dye on the 1986 
Report of the Auditor General of Canada to the 
House of Commons. The following contains the 
highlights of their one-hour conversation. 


Desmond Kimmitt: The news media 
have understandably devoted much 
attention to the chapter on Canada’s 
Correctional Service and, more 
specifically, to the decision to build a penitentiary at 
Port-Cartier. Does this emphasis detract from your 
Report’s more important messages? 
Kenneth Dye: The reporters’ interest in this issue is 
natural and | perceive it as being the same as any other 
year. The news media and the parliamentarians have 
selected Port-Cartier as the 1986 item of focus. The 
Report’s more persuasive messages and themes always 
come out in articles written by the more thoughtful 
members of the press and during subsequent meetings 
of the Public Accounts Committee (PAC). 


Which chapters of the 1986 Report are 

of particular interest to PAC? 

Committee members have begun to 

look at the Department of Public Works and 
will examine the chapter on the Department of Insurance, 
which monitors and regulates pension plans. It’s a good 
subject for further study, especially since the news media 
covered it with an almost alarmist slant. We stated that 
the Department's supervisory role is not fulfilled as 


rigorously as could be and the press exaggerated the 
importance of our findings. That's a good chapter for 
PAC. For the time being, they are not showing too much 
interest in Port-Cartier nor in the Canada Employment 
and Immigration Commission (CEIC) chapter. 


In chapter 1, which summarizes your 

views on the Report’s major issues, 

you use the penitentiary issue to 

illustrate a wider concern. You underline 
that some programs, while created to meet certain 
departmental objectives, also serve secondary 
objectives of a political nature. You do not question 
that practice. However, you note that these 
objectives are often ill-defined and confused, and 
that objectives must be clearly spelled out. 
| have no problems with secondary objectives or with 
secondary objectives that become primary objectives. 
Nonetheless, the very fact that many projects have 
multiple goals demands that managers or politicians 
clearly define their objectives. They have to put their 
cards on the table when they spend the taxpayers’ 
dollars. Otherwise, it is impossible for PAC or my auditors 
to know if there has been due regard for value for money. 
If they think the objective is A, when in fact the real 
objective is B, how can they audit against A? 


Ever since the 1977 Auditor General 

Act took this Office explicitly into the 

value-for-money era, some critics 

have claimed that the Auditor General 
is being asked to make judgments on policy 
decisions made by the government of the day. 
| reject the notion that we are venturing into the policy 
arena. | believe that we are still well within the range of 
auditing the implementation of policy. We are not 
auditing policy decisions themselves. Whenever some- 
one says that we are auditing policy, | ask for a specific 
example. If examples exist, | am not aware of them. 


Well, you do say in chapter 1 that the 

findings of the CEIC audit indicate 

that one of its programs did not 

create genuine employment but directed 
funds to regions favoured by particular political 
interests. Isn’t that getting into policy? 
That's merely an audit of the results of a program, not an 
audit of a policy decision. 


When - in previous annual Reports - 

you have identified problem areas, the 

unspoken assumption has been that 

departmental officials were at fault. 
Now you are saying that only too often it is the 
politicians who have imposed those costly decisions 
on departments. That should make this year’s 
Report more popular with deputy ministers than with 
ministers. Is that proving to be the case? 
We're not trying to be more popular with the bureaucrats 
and less popular with the Cabinet ministers. We want to 
improve the accountability process, and decision 
makers — whether bureaucrats or politicians - must be 
held accountable for their decisions. There have been 
occasions when bureaucrats have taken the blame and 
carried the can for something that was really a political 
decision, and that’s not fair. A program can be created 
for a political reason —- that is a Canadian tradition that 
has many positive dimensions to it. But if politicians 
have made the decisions, let them be responsible and 
accountable for those decisions. In our system, that 
accountability ends at the ballot box. That’s the reality of 
politics. But for that accountability to take place, 
Canadians must know who really made the decisions. 


Your concern about the use of tax 
expenditures to implement programs 
is the subject of one Report chapter 
and is also picked up substantially 
in your own chapter 1. Are you saying that tax 


expenditures are now a discredited way of funding 
programs and should not be used? 

Not at all. We’re trying to increase political awareness of 
the complexity of the tax expenditure process and of the 
risks associated with using the tax system for delivering 
programs. What chapter 4 is saying is that tax 
expenditures are a complicated and expensive way of 
delivering programs and, because they are big, they must 
be properly managed. They must be managed with the 
same care as programs funded by direct expenditures. 
And they must be managed in such a way as to know 
whether or not the programs are achieving the intended 
results. 


Does that mean that we must create a 

whole new bureaucracy to control and 

monitor tax expenditure programs? 

| would be the last one to suggest that 
we create an additional bureaucracy and incur more 
costs, but sometimes you must spend some money in 
order to save more money. Tax expenditures must be 
controlled. Not to do so would be irresponsible. There is 
great wisdom in developing a system that would curb the 
high-risk nature of tax expenditures and tell government 
what’s happening to programs and to the process. At 
present, the Government of Canada is flying blind. 


When | compare the 1986 Report with 

the reports of even a few years ago, | 

sense a marked change in the Office’s 

auditing approach. It used to focus on 
financial and management systems whereas today it 
also focusses on the actual delivery of programs. 
The Pacific and Freshwater Fisheries auditors 
describe their examination as being at the point 
“where the net hits the waters". How well are we 
conducting this kind of auditing? And is it providing 
more useful information to Parliament? 
We are doing it as well or better than anybody in the 
world. The Pacific and Freshwater Fisheries chapter is a 
good example of the evolution of our auditing — getting 
into more program-style type auditing rather than 
systems-think pieces that are rather dull and, at the end 
of the day, don’t tell you a lot. | think we have developed 
a product that is more relevant to parliamentarians. With 
improved methodology, we have become proficient at 
getting to the core issues faster and analysing them more 
thoroughly. My Office is therefore leaning more and 
more toward auditing program results rather than our 
previous broad-systems approach. One must, of course, 
have good systems in place, but there's no guarantee 
that they automatically mean that you're getting good 
results. So we must also audit programs and their 
results. 
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Does that mean that we must narrow 

the focus of our comprehensive 

audits? To look at every delivery 

program in a department would take a 
phenomenal amount of resources. Will we be 
auditing smaller bits of, particularly, the larger 
departments? 
We have already experimented with more chewable 
chunks. We have divided the work of the Transport team 
into three main areas. Again, because of its size, we are 
auditing particular segments of National Defence every 
two years. My sense is that this is the route to go. We 
can audit the meaningful issues and provide a clear 
message to Parliament. 


Does this approach encourage 

auditors to look only at “horror 

stories"? 

| hope that is not the case. We do not report 
worst or best scenarios, but we do report examples of 
things that are representative of the violation of sound 
management principles. | recognize that it’s in the nature 
of an audit to focus on the things that need improvement, 
but | hope that none of our auditors possess an "I have 
to write a gotcha" mentality. That would be totally unfair 
to the clients we audit. On the other hand, if we tell a 
story in practical and meaningful terms, our message 
does get through. 


In your "good news" section of 

chapter 1, you mention a number of 

improvements in the way government 

and departments are utilizing public 

dollars. Are things getting better? 
Yes. Evidence points to the fact that the government is 
responding to our reports in a very constructive way. We 
will know more about this trend next year, when we 
report on the Financial Management and Control Study 
(FMCS). We published the first FMCS findings 10 years 
ago and that Study is now our benchmark. The 


forthcoming FMCS report will look at financial 
management across the government and | will be in a 
better position to assess the government's position. It 
could be the same, it could be worse, or it could be 
better. My guess is that there will be noticeable 
improvement in some areas and deterioration in a few 


cases. 


In that "good news" section, you refer 
to the follow-up chapter by using 
several quotes that show progress. 

Is the follow-up chapter a successful 
idea? 

This is the second year that we have produced a follow- 
up chapter and the Public Accounts Committee has not 
yet decided what to do with it. | encourage them to look 
at it because it is worthwhile to note progress. PAC 
could look at the follow-ups that indicate a lack of 
progress, such as the National Museums of Canada. 


In the Report, you comment on the 

recently published Federal 

Government Reporting Study (FGRS), 

and you discuss its potential impact 
on the way Canada’s federal government presents 
its accounts. This year’s Public Accounts have now 
been tabled in Parliament, together with your audit 
Opinion and Observations. Do the 1986 Accounts 
respond to the concerns identified by FGRS? 
This is a year of considerable progress. Parliament now 
sees the Unemployment Insurance Account and the 
Exchange Fund Account consolidated with the 
government's financial statements, and soft loans are 
fully provided for. There are 17 notes in 1986, compared 
with 10 notes in 1984. These are improvements, but 
many other questions beg further study, such as long- 
life assets, pension plan accounting, how to deal with 
inventory, and whether the government should change its 
monthly operating procedures to a full accrual basis. | 
am encouraged. | had a very productive meeting with 


Finance Minister Michael Wilson and, last Friday, | 
received a letter from Prime Minister Brian Mulroney, in 
which he said that improved financial reporting is a 
priority of his government. | am very pleased with that. 


You will publish four more reports 

before your ten-year term as Auditor 

General expires. Are there specific 

matters we can expect to hear about? 
| have had two continuing objectives. One is to instil 
thrift and common sense in those who spend public 
dollars, and | wrote about that again this year. It’s not 
wrong to remind decision makers of this concern, and | 
will probably have further messages on the need for 
common sense. Good accountability and good 
management practices require constant work and 
pressure. 


My second objective is to make the OAG one of the 
world’s finest auditing entities. That's coming along 
nicely — my staff is just terrific! | would like to make my 
Office more efficient and, to that end, we are 
implementing an internal cost-effectiveness program. 

We can continue to work at a highly professional level 
and we can do it at less cost and with more 
effectiveness. We must identify the Office’s weaknesses 
and fix them. | like to manage and that, to me, is good 
management. 


Another goal to fulfil before | leave the OAG is to have 
the reservations removed from the Accounts of Canada 
and to have a clean opinion. 


| am now Chairman of the International Federation of 
Accountants’ Public Sector Committee, and | would be 
delighted if | could be influential in establishing generally 
accepted accounting principles and generally accepted 
auditing standards in the public sector. It has never been 
done and it would be a significant achievement. 


... the Auditor General’s report again demonstrates the 
value to taxpayers of an independent examination by the 
financial watchdog of how Ottawa spends and misspends 
money. 

Editorial 

The Evening Times-Globe 

Saint John, New Brunswick 

23 October 1986 


... the public blame must be taken in our system by the 
responsible minister who may not have known of the 
error until the Auditor General brought it to his attention. 
This is the only way responsible government can operate. 
There must be someone on whom to pin the blame. And 
that person must be an elected official required to face 
the voters and account to them for his deeds. But it’s 
often rough justice at best. 

Don McGillivray 

Southam News 

22 October 1986 


Since the concept of comprehensive auditing has seized 
the spirit and the imagination of auditors general, a 
fundamental ambiguity has permeated their reports. The 
latest annual report of the federal auditor general is no 
exception and, if anything, it steps into the field of 
government policy more than some of the others. 
Jacques Parizeau 

The Ottawa Citizen 

28 October 1986 
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The value-for-money doctrine and comprehensive 
auditing has turned out to be a kind of Trojan Horse. It 
has provided immense opportunities for accountants and 
other management technocrats in departments, in 
Treasury Board Secretariat, in the Office of the 
Comptroller General and of course in the OAG itself. But 
one does not sense that the politicians have a greater 
handle on the process than they did a decade ago when 
Macdonell convinced the politicians and the press that 
more accounting would lead to more accountability. 
Frank Howard 

The Ottawa Citizen 

27 October 1986 


This year, Dye has revived a number of themes from 
past reports, but with added urgency and emphasis. One 
is the government's habit of using the Income Tax Act as 
a tool to achieve policy objectives... Dye’s analysis 
amounts to a persuasive argument for tax reform. It 
should add impetus to Finance Minister Michael Wilson’s 
search for ways to simplify the tax system. 

Editorial 

The Ottawa Citizen 

23 October 1986 


Auditor General Kenneth Dye is rather more modest and 
reasonable in his report this year than he has been in the 
past. Instead of appearing as the scourge of government 
and the champion of the taxpayers, he concedes that 
things may not be as bad as they have been made to 
appear, and that the social and political objectives of 
government are not always susceptible to easy judgment 
by auditors. Indeed, one could take this report and 
present it not as a catalogue of horror stories of waste 
and mismanagement, but as a record of how the 
government is improving its administration. This is 
important not only for the morale of the public service, 
but also for the credibility of government, on which the 
welfare of Canada ultimately depends. 

Anthony Westell 

The Toronto Star 

24 October 1986 


Mr. Dye is not naive; he knows that Canada does not 
make policy strictly by the balance-sheet, and that its 
considerations are as much social and humanitarian as 
economic. But there is a world of difference between 
spending money for reasons of policy and using that 
policy as a mask for inefficiency... All Mr. Dye asks is a 
due regard for economy and efficiency; instead he gets 
an annual run for our money. It is a compliment to him, 
however backhanded, that matters would be 
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The Chronicle-Herald 

23 October 1986 


unimaginably worse without his presence. 
Editorial 

The Globe and Mail 

23 October 1986 


In his report, the irascible Dye rather grudgingly 
acknowledged that there is probably more right than 
wrong with the way federal monies are being handled and 
even complimented government departments and 
agencies for implementing recommendations made in 
earlier reports... Although the thrust of the report was 
more conciliatory than usual, there were serious warnings 
that should receive immediate attention. 

Editorial 

The Calgary Herald 

22 October 1986 


Auditor General Ken Dye’s report again underlines the 
fact that it’s politicians and not the bureaucrats who 
shoulder much of the blame for the abuse and waste of 
the taxpayers’ hard-earned dollars. 

Editorial 

The Edmonton Sun 

23 October 1986 


One of the reasons Auditor General Kenneth Dye’s 
annual report is such a fascinating document is that it 
allows those he criticizes to respond in the same report. 
It is a kind of public debate on spending policies and 
techniques, involving not politicians but the senior public 
servants who are paid handsomely to make government 
work efficiently. That’s a healthy, new process. 
Editorial 

The Times-Colonist 

Victoria, British Columbia 

1 November 1986 


Group 6 
at the Keyboard 


by Bill Johnston 
Director, Audit Operations Branch 


What do most AAGs, principals, directors, managers and 
auditors usually have in common? They are not good 
with a keyboard! What do the same people in group 6 
have in common? They did something about it! 


The cleverest system design, implemented with the most 
expensive computer hardware, will fail if its users cannot 
make use of it. While voice recognition technology may 
be on the horizon, the most effective means for original 
input is still the standard QWERTY keyboard. 


Group 6, in preparing for ADAPT (Audit Development in 
Automated Process Technology), wanted to be able to 
take advantage of this new technology as soon as it is 
implemented. In response to this need, Assistant Auditor 
General Doug Deeks asked Crystal Pace, EDP Co- 
ordinator for group 6, to organize a keyboarding course 
that would serve as a pilot for the rest of the Office. 
Crystal contacted Leah Thompson, Consultant with the 
Ottawa Board of Education, who developed a five-week 
orogram for the Career and Professional Development 
Group (PD), with the assistance of OAG’s Line 
~acombe-Laurin, Technical Assistant, Micro 
Applications. 


n September and October of 1986, group 6 members 
streamed twice a week into a room filled with computers 
0 learn the joys of keyboarding and the basics of the 
vord processing program WordPerfect. When the 


burning pain from the unaccustomed use of those 
"other" fingers subsided, everyone discovered, with 
delight, that these are as smart and dexterous as the 
index fingers. Coached by Leah and Line, the fearless 
auditors of group 6 worked toward their lofty goal of 20 
words per minute. They were inspired by Doug Deeks 
and Principals Wayne Cluskey, Peter Maertens, Bill 
Woodley and David Holt, who shared the struggle with 
them (a house rule: no exceptions). 


While the PD program continued until 3 October, many 
auditors were able to graduate early by undergoing one of 
Line’s carefully supervised tests. A few auditors, such as 
Principals Barry Elkin and John Rutherford, passed a 
screening test and were completely exempted. 


The project was such a success that drop-ins from the 
11th floor joined the course to improve their skills. The 
investment of 20 hours per person is small in relation to 
the superior use of all computer applications that require 
familiarity with a keyboard. 


The group 6 support staff were not overlooked in this 
reorientation. A special program provided them with 
three afternoons of intensive training in the use of 
WordPerfect. Led by Line and Bill Johnston, the course 
enabled them (and a few early graduates) to skilfully use 
the word processing program and to act as resource 
persons for their colleagues. 


Technical Assistant Line Lacombe-Laurin supervises 
Principal Wayne Cluskey’s keyboarding exercises. 
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by Michael Ryan 
Director, Audit Operations Branch 


The how-to-succeed books tell us we must network in 
order to enjoy upwardly mobile careers. So how do you 
network in this town? 


| found an answer — the associations and federations 
serving those with common interests and occupations, 
such as the Financial Management Institute, the General 
Management Institute, the Financial Analysts Federation, 
and many others. | would like to tell you about my 
experience with one of these, the Financial Analysts 
Federation. 


A friend, a former President of the Federation’s Ottawa 
chapter, invited me to one of last year’s meetings — a 
luncheon attended by financial analysts, investment 
brokers, portfolio managers and some Crown 
corporations analysts. 


The Four Seasons Hotel hosted that monthly meeting, 
and two analysts from Gordon Capital made financial 
projections over dessert. The fact that they disagreed 
with each other added zest to their humorous 
presentations. They even talked about the privatization 
of Crown corporations - an area | had been tracking in 
the Office. 


That proved to be a positive experience and | even 
picked up some hot stock tips. Thus, when Philip Yung, 
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the Federation's Membership Chairman, invited me to 
hear Minister of State for Privatization Barbara McDougall 
talk about privatization and other topics, | agreed to invest 
$19 to find out which of the Office’s Crown corporations 
clients were going to be sold. | left after an interesting 
speech, stimulating conversation and a delicious dinner - 
still not knowing. 


The Financial Analysts Federation - a professional 
association for chartered financial analysts and students 
in that program — keeps professionals in the investment 
community up to date with current events. However, 
others with an interest in the area can become associate 
members. The Federation could prove especially 
interesting to OAG staff who audit an investment function. 


To obtain more information, please contact Philip Yung, 
Membership Chairman, at 782-1273. | hope to see you 
at the next meeting in January — or maybe | will be out 
networking at the Financial Management Institute! 


eS 


Sir Roy Griffiths (left), Auditor General Ken Dye (right) 
and Deputy Auditor General Ron Warme (centre) 


Next Issue 


In October 1986, the OAG won the prestigious 
Financial Management Reports Award recently 
established by the Chartered Institute of Public 
Finance and Accountancy, and Arthur Andersen 
& Co Management Consultants. The 
MarchOApril 1987 issue of Opinions will feature 
a condensed version of OAG’s winning entry: 
An Integrated Financial Management Reporting 
System in the Office of the Auditor General of 
Canada. Articles by Auditor General Ken Dye 
and Deputy Auditor General Ron Warme will 
provide a behind-the-scenes perspective on 
the staff members, internal policies and 
management philosophies that gave shape to 
OAG’s internal system for reporting financial 
information to management. 


Journey to 
the Dominions 


Tom Daly and Tony Pyatt, two visitors from the United 
Kingdom’s National Audit Office, spent a week at the 
Office of the Auditor General during the summer of 1986. 
On his return to London, Tom penned a journal in the 
style of 17th-century English diarist Samuel Pepys, who 
was also one of Britain’s senior civil servants. The 
following entries were extracted from the traveller's merry 
diary. 


(With apologies to Samuel Pepys) 


13 July 

Charged by the Officers of the Parliament betook 
ourselves to the new Kingdom of Canada. Tales have 
reached the ears of our dear Queen of strange practices 
relating to economie, efficiencie and effectiveness much 
spoken of at Court. 


14 July 

Up betimes, and by foot to Sparks Street, struck by show 
of majestic buildings wrought in glass and gentile pools 
giving an impression of much light. The Office of Auditor 
General concealed in building with many bazaars and 
storekeepers. Mused to myself on the role of auditors 
just plying their trade, earning their bread as other men. 
Received with much joy and tokens of friendship. 
Demonstrated our need to act with proper despatch and - 
arranged more discussions in greater depth about their 
practices. Learned much about their wish to improve 
communications within and without the Office - they 
place great store on the appearance and show of action 
as well as its substance. Resolved to tell of this to our 
Lord High Officer of Communications on return to 
Buckingham. 


The Auditor General in Canada has been able to gain 
entry to certain Corporations of the Crown by circuitous 
means. Whether by copious bribes or other practices he 
has gained the ear of many Captains of Corporations by 
having test audits of their affairs to show his good faith 
and thus eased the passage of the Bill. 


15 July 

Wakened by the glorious sun reflected through my 
window from another wall of glass; in such ways do men 
glimpse reality. Met by appointment many earnest men 
and women skilled in the knowledge of Internal Audit and 
Reporting. Much store is put on controlling the organs of 
state and news but doubt whether we have the 
experience as yet to play at such games. Met one 
Reverend Kimmitt, Counsellor and Confessor to the 
Auditor General, a goodly man well versed in the joys of 
the English language and much given to writing of 
philosophie for his master. Methought how he might 
combine the twin demands of religion and auditing — in 
such ways does man seek salvation. 


The language of /a belle France has equal weight in this 
land causing much trouble in the publication of 
documents of state and much sorrow to the Editor of the 
General’s Reports. They only seem to be able to print 
French upside down which | found most confusing. 


16 July 

Met with Auditor General, he was very merry and did talk 
very high about how he would promote affairs of auditing 
at home and in orbi. Though mighty troubled by his 
reputation, acquitted ourselves well and left in good 
favour resolved to meet again on the morrow. 


17 July 

Examined systems of looking at programmes and 
maintaining quality of reports. Thankfully found their 
problems not ours though some warnings for the future. 
Met again with Auditor General and his High Committee. 
Discussed matter of high policy. Marvel that such men 
dine as other men of humble rank and dreams. Gathered 
documents and despatched to the British Isles such as 
would be necessary for our consideration. 


18 July 

After many adventures journeyed to home with much 
content about what we had achieved and learnt. 
Reflected that our National Audit Office can still improve, 
but must not be like the woman who invented the wheel 
but threw it away when her mate said it was not good for 
killing game. 
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Bruce Anderson, his wife Judith and daughter Ruth 
spent two years in Ottawa, on exchange from New 
Zealand’s Office of the Controller and Auditor General 
(NZAQO). This letter purports to be Bruce’s final letter to 
his colleagues back home. Opinions wanted to provide 
footnotes explaining some of Bruce’s unique New 
Zealand phraseology, but the task defeated us! 


by Bruce Anderson 


Yeah-ah-gidday... Seems hard to believe that it has 
been two years, but there you are! We leave on 24 
September for the land of the long white Pom, then 
home on 10 November. Speaking of England, it’s good 
to see that the boys thrashed them in the first test. They 
don’t go in much for cricket here, mostly baseball and 
gridiron (they call it football over here). Went to a 
baseball game in Montreal last weekend: it was in the 
stadium where they held the track and field meets during 
the 1976 Olympics. Lots of hoopla and razzmatazz, but | 
suppose cricket Is a bit like that these days. 


Drove through Maine to Nova Scotia and Cape Breton 
then back to the White Mountains in New Hampshire for 
the summer holidays (look it up in the atlas). Great drive, 
but often rainy — felt a bit like summer in Dunedin. Judith 
was really pleased to see the sea again after 18 months, 
and Ruth travelled surprisingly well and made lots of 
friends at the campsites. We've seen a fair bit of the 
country and really enjoyed it, but that drive was the 
highlight. 


The last of the dance series was in May. Dave Brubeck, 
no less, played behind the Murray Lewis company. It 
was a great series, one of those “once in a lifetime” 
things. To be honest, there’s a fair bit of culture up here; 
they fight hard not to be dominated by things American. 
(Did you know that Ottawa is closer to Europe than to 
Vancouver?) Remember the Canadian Film Board work 
of the late 60s and 70s? That spirit doesn’t seem to 
have died. 


Judith and Ruth are in great shape and looking forward to 
being home and seeing everybody. Judith reckons that 
we Kiwis have a thing or two to learn from Canada in 
things commercial. The bulk buying, the easy return of 
goods and the real sales, for instance. The down side is 
that you have to go to Toronto or Montreal to get variety 
and style, and shops sell two seasons ahead. 


Work is going really well this year. | was in a French 
speaking team for the first five months. To be honest, 
although Maori is now an official language down there, | 
hope we never have to go through the hoops they have 
to here. Anyway, I’ve been off-line for the last six 
weeks and had a chance to talk to lots of people in the 
Office. Everyone has really been good to me through all 
- it’s been an easy time that way. 


However, the best part of it all has really been the 
seasons. The winters have been fabulous, and we’ve 
always thankfully remembered Dave Brittain’s advice 
(“you don’t survive these winters, you enjoy them”). 
Skiing, skating, tobogganing, sleigh rides ... snow ... it’s 
been great! You've seen pictures of the fall colours, so 
you know how beautiful it is here. It’s harder to send 
pictures of spring growth, but there’s only one word for it: 
explosive! 


Summing up the whole trip? Ford Prefect said it best: 
"Boffo: A good one." 


Bruce Anderson 
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Sheik Omar Fakieh (centre), President of 
Saudi Arabia’s General Auditing Bureau, 
visited the OAG on Friday, 3 October 
1986. He toured the Office and addressed 


an assembly of OAG principals. Here, he is 
photographed at Parliament’s door with his wife and with 
Auditor General Kenneth Dye. 


David Hackett, Director of the 1986-87 


Canada Savings Bonds (CSB) campaign 
forwarded the following note to 
Opinions: “The OAG has been 


congratulated by the National Director of the CSB Public 
Service Organization on another successful campaign. 
The Office exceeded its objective for applications by 
nore than five percent, and the amount subscribed was 
€n percent over the previous year’s total." 


Javid thanks all OAG canvassers in Ottawa and in the 
egions for their contribution to this achievement. 


Auditor General Kenneth Dye gave a 

lecture on “Tax Expenditures: 

Management and Legislative Concerns" 

on 30 October 1986, an occasion hosted by 
the Harvard Law School International Tax Program. 


Suzanne and Mark Watters welcomed 
their son Matthew on 30 August 1986. 


Congratulations to Natalie Entwistle who 
recently completed her last examination 
for membership in the Certified General 
Accountants Association of Canada. 


The five persons who staff Translation 
Services — Rodrigue Guibord, Ann 
Hutchison, Jacques Rousseau, Yvon 
Thivierge and Ghislaine Rivest - are 
employed by the Secretary of State and are accountable 
to the Director of Translation Services for Revenue 
Canada, Taxation. However, this group only serves one 
client: the Office of the Auditor General of Canada. 


Subsection Chief Rodrigue Guibord mentioned a few of 
the texts his group works on: a number of documents 
from Audit Operations, courses offered by Career and 
Professional Development, many chapters of the annual 
Report and certain sections of manuals prepared by the 
Office, such as the Comprehensive Auditing Manual. 


Often, texts that arrive for translation cannot be 
completed right away, given narrow deadlines: it is 
difficult to plan effectively when assignments are 
constantly arriving! Translation Services has to be able 
to improvise and work within these constraints. This 
year, for example, almost all the chapters of the annual 
Report arrived within 12 days of each other, and it was 
necessary to draw on outside translators. 


In addition to their technical competence and many years 
of experience, the translators have access to a number of 
tools that alleviate their heavy workload. For example, 
Termium 3, a data bank that contains thousands of pages 
of terminology, is accessible by computer. The 
translators can directly enter texts on disk to make final 
corrections and end with an impeccable product. The 
group’s researchers provide essential technical support, 
and the Operational Information System put together by 
the Secretary of State allows them to transfer to one disk 
all the information that concerns a client and to follow a 
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document through the translation process. Ghislaine 
makes sure that all the pertinent information 1s 
continuously added. 


The translators are also seasoned negotiators. As 
intermediaries between the authors and their readers, 
they often have to maintain their point of view, usually 
while brandishing usage and grammar books. Jacques 
and Rodrigue have been with the Office for ten years: 
they have therefore had the opportunity to witness its 
many changes and improvements. 


& 


The translators were asked about their hobbies - a 
request that gave way to many surprises. In his spare 
time, Rodrigue sings in choirs for weddings and other 
occasions. A former teacher, Jacques has accumulated 
various diplomas, and badminton and cross-country 
skiing are now favourite activities. Yvon is a member of 
the Ottawa Choral Society and the chorus of Hull’s 
Chamber Orchestra; he had to abandon his career as a 
violonist with the Ottawa Symphony Orchestra to pursue 
his work as a singer. Ann is studying civil law and enjoys 
reading as well as various sports. Ghislaine is a keen 
bowler. 


Translation Services supply the Office with translated 
texts that reflect the thoughts of their authors and allow 
all employees — Francophone or Anglophone - to receive 
information in the language of their choice. 


(The wit and savvy of these translators rarely have the 
opportunity to shine through the technical documents that 
are the staple of their workload. However, in this issue Ghislaine Rivest 
of Opinions, two texts - one by New Zealand’s Bruce 
Anderson and another by United Kingdom’s Tom Daly - 
are exotic literary hybrids: their vocabulary spans 
cultures and centuries. Jacques Rousseau and Yvon awards, the RA Centre’s bowling lanes 
Thivierge translated these two texts with aplomb, =e were not a quiet place to be on 

felicitously capturing their essence and flavour.) 27 September. Two starting times - 

7 anc 8 p.m. — took some pressure off, and the evening 
was certainly enjoyed by all 19 teams. A dance followed 
the tournament and the last to leave enjoyed the facilities 
until after 1 a.m. 


With 115 bowlers vying for various 


The Mens and Ladies High Cross were won by Paul 
Bigras and Roxanne Bertrand, and the Mens and 
Ladies High Single by Frank Cotroneo and Diane 
Waddell. Among other awards, the Strikes and Red 
Head Pin (not for having fair hair but rather for knocking 
down the pin with the red dot) was received by 15 lucky 
winners. The tournament's Crazy Bowlers were Claude 
Ferland and Sue Marier (organizer Gary Laviolette 
leaves that one to the readers’ imagination), and Diane 
Ann Hutchison and Rodrigue Guibord Gaudreau collected the most zeros. 


The organizers would like to thank all those who provided 
assistance, especially Word Processing, Graphics, the 
Stockroom, John Dunning and David Willey. It was 


reat to see the participation roster completely fi | 
12 Opinions ; : : as 


Assistant Auditor General Dave Marshall 

recently presented all graduates of the 

Office’s EDP Audit Training Program with 

an achievement certificate. The one-year 
program is designed to upgrade the EDP knowledge of 
the Office’s audit staff and includes formal courses as 
well as on-the-job training. 


Yvon Daigle, Lise Bertrand, Gilles Blais, Diane 
Waddell and Bill Beaudoin were some of the 
tournament's top bowlers. 


John Harrington, Claude Ferland, Lucie Labelle, Assistant Auditor General Dave Marshall presents a 
Natalie Entwistle, Shelley Knowles and Tom Lawler certificate to Caroline Smallman. 


won the Spunky Award. 


Richard 
Quesnel, 
Senior 
Consultant with 
an Ottawa-based firm of 
computer consultants, has 
been appointed to the OAG 
under the Executive 
Interchange Program. He 
has been assigned to the 
Crown Corporations Group. 


On 28 

November, 

Noélla 

Masson- Gisele Cété, Pal Ahuja, Diamond Lalani, Gord 
Savoie Sullivan and Caroline Smallman received the certificate. 


Two other EDP audit trainees, Joe Lajeunesse and 
Bruce Carroll, could not attend the presentation. 


retired from the OAG after 11 
years of service. A large 
group of friends met at the 
MacDonald Club on 21 
November to bid her farewell 
and wish her the best for the 
coming years. 


After a 

decade of 

service 

with the OAG, 
Principal Tariq Javed 
accepted a position in Saudi 
Arabia as Adviser to the 
Inspector of Banks. Tariq 
had participated in the audit 
of a number of entities, 
including CBC, Justice, Employment and Immigration, 
and External Affairs. Group 2 gathered in September 
1986 to bid him farewell and wish him good luck. 
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On 31 

October, 

Leslie Rigby 

retired from the 
OAG, after eight years of 
service with the Adminis- 
trative Services Branch. He 
had entered the public 
service 35 years ago. 
Friends met on 6 November 
1986 to mark his retirement. 


At a 20 

August 1986 
luncheon, 70 
friends and fellow 
employees gathered to wish 
Kathy Knox good luck. She 
recently resigned from the 
OAG to pursue a private 
business venture with her 
husband. At the farewell 
luncheon, Assistant Auditor General Hector Millward 
presented her with a sterling silver necklace and a pair of 
earrings. Kathy will be missed around the Office and her 
friends wish her health, happiness and success. 


Delegates representing audit offices in 

England, Mexico, Denmark and Saudi 

Arabia visited OAG’s Computer Audit 

Group (CAG) from 19 to 27 November 1986. 
Their five-day agenda included a tour of the Office’s 
computer facilities, briefings on OAG’s various sections. 
a two-day course on the software IDEA (version 3.0), 
and a meeting with Auditor General Kenneth Dye. The 
Mexican delegation spent two additional days in the field 
with the Energy, Mines and Resources audit team. where 
they were offered the opportunity to see a team actually 
using IDEA. 
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"Organizing one week-long information session enabled 
us to both save time for OAG personnel and offer to our 
international guests a forum where they could exchange 
views on computer audit," commented EDP Audit 
Manager Paul Corona. 


Delegates from Denmark and Saudi Arabia’s audit offices 
are working on an IDEA exercise. 


EDP Audit Manager Paul Corona assists the Mexican 
delegates, who are studying the IDEA software on a 
portable GRID laptop microcomputer. 


Lead Instructor Alan Kerwin is explaining the concepts 
of getting data on IDEA to a member of the Saudi Arabia 
delegation. 


This year again, OAG’s CCAF Fellows 

will discuss audit work and everyday life 

in their respective countries during a 

series of noon-hour talks. All presentations 
will be held on Tuesdays, in room 1130: 


Anol Chatterji Momodou Sisay 
India Gambia 
17 February 24 February 


William Lee Boon Tong Limin Zhang 
Malaysia People’s Republic of China 
13 January 20 January 


Javed Nizam 
Pakistan 
3 March 


Luis Gutierrez Jonathan Ngowo 
Colombia Tanzania 
27 January 3 February 


Saied Kadasah and Said Alghamdi 
Saudi Arabia 
10 March 


Mohamed Hadhoudi and Said Daoudi 
Morocco 
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by Desmond Kimmitt 
Communications Principal 


The Friday that precedes the tabling of the annual Report 
in the House of Commons has become a special day in 
the life of the Office. of the Auditor General (OAG). For 
this is the morning - in 1986 it fell on 17 October - when 
the personnel of the Office, most of whom have worked 
on the Report in one way or another, learn about its 
contents. This annual staff briefing, held in the 
auditorium of the National Library, is the one occasion in 
the year when nearly the whole Office can come 
together. It also provides an opportunity for the 
presentation of special awards and the recognition of 
special accomplishments. 


Following registration and the traditional coffee, tea, juice 
and doughnuts - all capably co-ordinated this year by 
Maureen Mitchell - the briefing began before a totally 
filled auditorium with Desmond Kimmitt’s not- 
altogether-serious introduction of Kenneth Dye as "the 
tsar of all auditors general". Having recently returned 
from the United Kingdom, where he had accepted the 
prestigious Chartered Institute of Public Finance and 
Accountancy Award for OAG’s internal financial 
management reporting system, Ken Dye spoke of his 
pride in the Office’s pioneering use of information 
technology in its auditing, its reporting and its control 
systems. The Auditor General’s own presentation was 
highlighted by computerized "storyboard" graphics. 
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Briefing . 


After having underlined a number of other OAG activities, 
Ken Dye called on Deputy Auditor General Raymond 
Dubois to present 13 awards for 25 and 35 years of 
public service, followed by the presentation of the Auditor 
General’s Awards of Excellence. Ken Dye then 
completed his address by outlining the main points in his 
own chapter of the Report. 


The balance of the morning saw each audit team give a 
brief synopsis of its audit. The presentations were skilfully 
done, with effective use of visuals developed primarily by 
Art Routliffe and his talented Graphics group. The 
loudest applause suggested that the audience found 
Nestor Gayowsky’s presentation on his audit of free 
publications — told in quotations from “that very famous 
publication, the Bible" - the most entertaining of the 
morning. However, the committee responsible for 
awarding the coveted Kenny for best all-round 
presentation — headed this year by Deputy Auditor 
General Ed Rowe - came down to a final choice between 
Louis Patry and Arshad Toor’s discussion of the audit of 
the Correctional Service of Canada (Louis and Arshad 
had donned convict clothes for the occasion) and 
eventual winners Esther Stern and Maria Barrados for 
their lucid and professional discussion of the audit of the 
Canada Employment and Immigration Commission. 


Conversations between staff members as they walked 
back to the OAG seemed to suggest that the morning is 
valued as much for meeting colleagues and strengthening 
the “esprit de corps” of the Office as it is for learning 
about the annual Report. And perhaps that is how it 
should be. 


A few members of the Employment and Immigration 
team - Helene Richard, Maria Barrados, Esther Stern, 
Robert Lalonde and Louise Bigras — pose for the 
photographer with their well-deserved Kenny. 


The 1986 Auditor General’s Awards of 
Excellence 


The Auditor General’s Award of Excellence, which was 
instituted in 1985 to acknowledge exceptional contri- 
butions by OAG staff, was presented to three teams: 


- the Tax Expenditures Review team for reviewing and 
reporting on the Tax Expenditures project: Barry 
Elkin, Tom Koplyay, Jamie Hood and Nancy Cheng 


- the Access to Information team for its contribution to 
the Office’s right to access to information: Alan 
Gilmore, Doug Deeks, Jim Ralston, Maurice Cutler 
and Edith Colton 


- the Financial Management Information System team: 
Bill Beaudoin, Wayne Gilmour, Irene Dumouchel and 
Sylvie Trudel 


Honourable mentions underlined the work of two other 
teams: 


- the Veterans Affairs team: Hugh McRoberts, Kevin 
Potter, Neil Maxwell, Roger Simpson, Susan 
Kearney, Philip Childs, Bob Grant, Larry Duff, Dave 
Grant and Maureen Long 


- the Exchange Fund Account team: Wayne Cluskey, 
Jim Ralston, Don McKenna and Allan Scrimgeour 


Long Service Awards 


The Long Service Plaque is presented annually to 
employees who have completed 25 years of public 
service. Seven staff members received the 1986 award: 


- Alan Beaton, Director, Vancouver Office 

- Jim Burrows, Principal, Contract Administration 

- Paul Gervais, Procurement Officer, Materiel 
Management 

- Estelle Grenier, Head of Contract Accounting, 
Finance Group 

- Noélla Masson-Savoie, Administrative Assistant, 
Personnel Group 

- Hew Robertson, Principal, Audit Operations 

- Claude Saul, Director, Regina Office 


For the first time, the Long Service Medallion was 
presented to OAG employees who have completed 35 
years of service: 


- Cy Barrass, Principal, Audit Operations 

- Ernie Clark, Manager, Audit Operations 

- Roger Durand, Mailroom Supervisor, Administrative. 
Services 

- Bert Loates, Mailroom Clerk, Administrative Services 

- Hector Millward, Assistant Auditor General, Audit 
Operations 

- Leslie Rigby, TRACS Clerk, EDP Services 


Tabling the 1986 Annual Report 


Next page, clockwise: 


Full saddlebags! A courier is delivering the annual 
Report. 


"Author" Ken Dye signs a copy of the 1986 annual 
Report for Charles Friend, a public servant with the 
Department of Fisheries and Oceans. 


Auditor General Kenneth Dye and PAC Chairman Aideen 
Nicholson exchange a few comments before PAC’s in- 
camera hearing on the 1986 Report. 


Ken Dye answers questions by reporters at the 21 
October news conference. He is assisted by Deputy 
Auditor General Raymond Dubois and Public Affairs 
Principal Maurice Cutler. 


Press Gallery journalists listen to the Auditor General’s 
comments. 


Assistant Auditor General Robert Lalonde assists a CBC 
news reporter. 


Principal John Adshead (standing, left) explains a point to 
Ernie Beauchesne, a member of the Canadian Press 
team. 


Principal Ross Buskard (right) discusses the Report with 
Hugh Windsor, National Affairs Editor of the Globe and 
Mail, and Terry Wills (left), Ottawa Bureau Chief of the 
Montreal Gazette. 


André Parson's, a Montreal Office Director, answers 
questions on his audit note on the Canada Lands 
Company (Vieux-Port de Québec). 


Ken Dye and Deputy Auditor General Larry Meyers meet 
with PAC Vice-chairman Marcel Tremblay. 


Assistant Auditor General Paul Ward (right) is engaged in 
a discussion with PAC member Tony Roman. 


Larry Meyers discusses the 1986 Report with PAC 
member Alan Redway. 
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This issue of Opinions describes the integrated financial 
management reporting system employed in the Office of 
the Auditor General (OAG). Submitted as an entry in the 
competition for the Financial Management Reports Award 
sponsored by the Chartered Institute of Public Finance 
and Accountancy (CIPFA) and Arthur Andersen & Co. 
Management Consultants, the OAG system won first 
place. 


| am very proud of that distinction. But | would wish to 
emphasize that our system is indeed a system —- an 
instrument that helps us to deploy and manage our 
resources as effectively as possible. The significant 
thing, | believe, is that we have attempted to incorporate 
into our financial management reporting system 
something of our thinking about management — our 
management philosophy - in this Office. And it’s the 
thinking, the management ideas that are important, not 
the system in itself. 


Space does not permit me to spell out those 
management ideas in detail. However, they begin with 
the recognition that people are an organization’s most 
vital asset. This means that there must be a commitment 
to openness and good communication — the fashioning of 
an environment where people are encouraged to be 
creative, to come up with new approaches. The notion 
that one or more people at the top can generate all the 
ideas, and everybody else just follow along, is totally 
outmoded in these complex times. New ideas, new ways 
of doing things better must originate from throughout the 
organization. ; 


That has happened here with concepts such as our 
Federal Government Reporting Study, with IDEA 
(Interactive Data Extraction and Analysis), and with our 
financial management reporting system itself. 


Other elements contributing to our management 
philosophy include an ongoing interaction with our major 
client, Parliament, and our other clients — the entities we 
audit - to find out if what we are doing Is really useful to 
them; and the principle that if something needs doing, it 
should be done with a sense of urgency. Most important 
of all, perhaps, is our belief that people should enjoy what 
they are doing, that it should be fun to go to work. These 
concepts, along with a number of others, contribute to 
the management ideas that have been built into the 
financial management reporting system that won us the 
CIPFA-Arthur Andersen Award. 


But, | repeat, it is not the system in itself that matters. 
What is truly important is the commitment to good 
management that lies behind the system. 


Kenneth M. Dye, FCA 


Reporting: 
An OAG Watchword 


by Kenneth Dye 
Auditor General of Canada 


| have been asked by Opinions to write something about 
the Office’s participation in the competition for the 
Financial Management Reports Award, recently instituted 
by the Chartered Institute of Public Finance and 
Accountancy (CIPFA), and Arthur Andersen & Co. 
Management Consultants. | am very pleased to do so. 


| learned about the newly established competition in 
1985, when | was visiting the United Kingdom. | decided 
then and there that my Office should take a shot at 
winning it. 


Three factors lay behind our submission. The first was 
my ongoing concern that government departments and 
other public sector bodies should operate with the 
greatest degree of economy and efficiency possible and 
find the means to both achieve and monitor that 
economy and efficiency. The second factor was my 
conviction that a public sector audit office should, above 
all others, have the motivation and the ability to set an 
example in this area. The third element was that the 
Canadian government is requiring all entities employing 
public funds to achieve more with less — to provide 
improved services with no increase in funding. Let me 
spell out these three factors. 


2 Opinions 


The Auditor General of Canada is appointed for a non- 
renewable term of ten years. Since the second world war, 
the government has always appointed a chartered 
accountant from the private sector to this position. That is 
my own background. Until 1981, | was a partner in a 
Vancouver firm of chartered accountants, where most of 
my clients were small or medium-size businesses. To 
achieve any kind of profit, these businesses needed to 
maximize their efficiency and, of course, our own firm 
was deeply conscious of the same bottom line in all our 
activities. 


On my appointment as Auditor General in early 1981, | 
was Catapulted across the country into an almost entirely 
new world — the public sector. One of my many first 
impressions was of the high calibre and competence of 
public sector managers. However, | also quickly realized 
that these senior managers received more plaudits for 
getting the job done than they did for getting the job done 
at least cost. The demand - very often the political 
demand —- was to achieve results. Achieving them with 
minimum resources was regarded as being of secondary 
concern. That may be changing, a point | will return to. 
However, from the first, one of my priorities as Auditor 
General has been to instil a sense of thrift in all public 
servants, whether appointed or elected. | believe that our 
integrated financial management reporting system 
reflects, in the environment of our Office, this need to be 
careful in our use of public money. 


Encouraging thrift lies at the heart of my own mandate. 
That brings me to my second motive in competing for the 
CIPFA-Arthur Andersen Award. In 1977, the Auditor 
General Act took the OAG explicitly into the value-for- 
money auditing era, and it is generally acknowledged that 
our Office has been a pioneer in the field. However, it is 
not an easy task to inform Parliament on whether or not a 
department has expended money with due regard for 
economy and efficiency. One of the problems is that the 
mechanisms for controlling and monitoring costs often do 
not exist. 


Well, it is important to attempt to practise what one is 
preaching to others. | therefore had a strong personal 
incentive to put in place in the OAG a system that would 
provide accurate and timely financial and operating 
reports. With such a system, we can now measure 
where, how and why our resources are being expended, 
which is a major step toward expending them with the 
greatest effectiveness possible. | should add, in passing, 
that our having won the Financial Management Reports 
Award has sparked considerable interest here in Ottawa. 
We are receiving many inquiries from other departments 
and publicly funded entities about our financial 
management reporting system. 


The third element in the development of our system is 

the one to which | promised to return — the fact that the 
Government of Canada is requiring its departments and 
agencies to achieve more with less. This has meant an 


overall downsizing, but it has in no way decreased the 
demand for government services. The result has been 
inevitable and, from an Auditor General’s point of view, 
encouraging. In early 1986, the Clerk of the Privy Council 
and the Secretary of the Treasury Board sent a 
memorandum on tighter resource management to all 
deputy ministers and heads of agencies. It addressed the 
need “to modify our ‘corporate culture’ by reorienting it 
toward saving rather than spending" and went on to 
promise recognition for "those managers and 
departments who achieve their program objectives within 
budgets". 


Such language warms my Auditor General’s heart; it also 
strikes very close to the bone as far as my own Office is 
concerned. Over the last few years, a more exacting 
accountability regime has been developed for Canada’s 
Crown corporations, and the new legislation greatly 
extends the responsibilities of the OAG. However, our 
resources have seen no comparable increase. So, in 
very practical terms, we must also achieve more with 
less. To deploy our people and our money as effectively 
as possible has therefore become a real concern. 


All of which is to say that our integrated financial 
management reporting system has, at least in part, been 
born of sheer necessity. We needed an accurate and 
timely set of integrated financial and operating reports. 


| have already mentioned the fortuitous circumstances 
that allowed me to learn about the newly established 
CIPFA-Arthur Andersen Financial Management Reports 
Award. And it can be readily seen how the objectives of 
the Award — "if management is to take financial decisions 
that will improve both efficiency and effectiveness, then it 
requires clear and economically presented reports on key 
matters" — closely parallel my own motivation in 
developing OAG’s integrated financial management 
reporting system. Our participation in the competition was 
therefore based as much on a desire to share our system 
with other public sector entities as it was to compete for 
the Award. Needless to say, though, we were delighted 
to have authored the winning entry. | express my 
gratitude to the panel of judges for so honouring an 
overseas entry. The Award will have a place of distinction 
in Ottawa for the year that it is in our possession. 


In presenting the CIPFA-Arthur Andersen Award to the 
OAG, the chairman of the panel of judges, Sir Roy 
Griffiths, was kind enough to say that the OAG report 
“stood out as being clear, well presented and indeed 
compelling ... The best reporting system in the world fails 
if its presentation, however timely and relevant the 
content, is poor." 


Sir Roy did not know that he was enunciating a principle 
that has been of the highest importance to me since 
becoming Auditor General - that my Office is as much in 
the business of reporting as it is in the business of 
auditing. It is possible to perform the most exact and 


far-reaching audits and all to no avail if we fail to 
communicate to our primary client, the Parliament of 
Canada, what our audits mean. So clarity of presentation 
— in words and graphics — has become a watchword at 
the OAG. 


Finally, then, | would be remiss if | failed to commend our 
Administrative Services Branch, who developed our 
integrated financial management system, and those who 
put together our winning entry. With such enthusiastic, 
dedicated and professional staff members, an Auditor 
General can be a very happy man. 


OAG Wins 
International Award 


In the fall of 1985, the United Kingdom’s 
Chartered Institute of Public Finance and 
Accountancy (CIPFA) and Arthur Andersen & 
Co. Management Consultants announced the 
inauguration of the CIPFA-Arthur Andersen 
Financial Management Reports Award. 
Designed to foster better control of costs and 
achievements in the public sector, the annual 
competition was launched to seek the best 
examples of current financial management 
practices. The 1986 entries were expected to 
demonstrate how clear, regular and 
economically presented internal reports 
contribute to good financial management. Such 
reports were to cover not only spending but 
also achievements and recommendations for 
action. 


In October 1986, at the CIPFA Conference held 
in Birmingham, England, Sir Roy Griffiths, 
chairman of the judging panel, announced the 
1986 winner of the Award: the Office of the 
Auditor General of Canada. 


He described OAG’s financial management 
reporting system as "well planned and well 
designed. The reports are timely and used as a 
vital part of management control ... It quite 
definitely illustrates management 
professionalism of a high order. | emphasize 
that reports of this standard are a pleasure to 
see and to use ... Congratulations to the Office 
of the Auditor General of Canada for the entry 
An Integrated Financial Management Reporting 
System!" 


Opinions 3 


“Win It!” 


In this article, Deputy Auditor 
General Ron Warme 
acknowledges, in a personal 
and spontaneous way, the 
OAG staff members who 
played a key role in prepar- 
ing the Office entry for 

the CIPFA-Arthur Andersen 
competition. However, he 
neglects to underline his 
own contribution to this 

team effort — his leadership, 
enthusiasm and knowledge 
of financial management 
practices were important ingredients in the preparation 
of OAG’s report. 


Late in 1985, Auditor General Ken Dye returned from 
England and presented me with an interesting challenge. 
He had learned of the new CIPFA-Arthur Andersen 
Award during his trip and his challenge was very clear. 
"Win it!" he said. 


For those of you who don’t know Ken Dye as well as 
some of us, let me share with you one aspect of his 
personality: he does not like to eat someone else’s dust 
or smell their exhaust. Stated more simply, coming 
second is just not good enough! This made his challenge 
even more stimulating. We had no idea who the other 
participants were or from where they were coming. Since 
this competition was being held for the first time, we did 
not know what standards would be used and had only a 
vague idea of the nature of the judging policy. 
Nevertheless, faced with the statement win it, we set out 
to do so! 


4 Opinions 


The next article in this issue of Opinions contains a 
summary of our entry, therefore | won't describe it. 
Instead, | would like to explain the process we used to 
put it together. 


It should be clearly stated that Ken Dye played a key role 
in controlling the quality of our submission. The first draft 
that we put together — although of a competitive calibre — 
did not pass muster with Ken. So we reworked it. We 
added examples of how we link our budgets to our 
results and place ourselves in the position to take 
corrective action if necessary. After many of these 
exercises, we finally had a product that we could be 
proud of. 


Wayne Gilmour, our Director of Finance, played a key 
role in preparing our submission. With the assistance of 
the Graphics group, he developed the charts and 
graphics that illustrated our various internal documents in 
a clear and meaningful way. In fact, many Finance staff 
members played key roles in assuring the quality of the 
finished product. For example, Bill Beaudoin, our 
Comptroller, always provided the necessary critical 
comments to each and every statement that we were 
making. 


But, while it is an honour to receive such an award, we 
must keep in mind that the system we described in our 
entry has to work in real life. And it does! It is the 
sustained dedication of staff members like Sylvie Trudel 
and Irene Dumouchel that contribute to making it all 
happen. It is always easier to enter and win a competition 
such as this one when the entry describes something 
that works instead of something that is theoretical. Team 
effort in an exercise such as this one is vital to any hope 
of putting together a winning entry. 


We finally submitted our entry early in 1986. We found 
out that we were the first entry to be received by the 
sponsors of the Award and that we were on a winning 
track when the Director of CIPFA, after providing Ken 
Dye with the confirmation that our entry was proceeding 
to the next judging stage, said: "| am pleased to say that 
your submission has caused a great deal of interest — 
and some envy | might add." We were also told that our 
entry was the only one that did not require further 
explanation or modification since it followed the ground 
rules that were set out in the competition documents. 


lt was a great privilege for me to accompany Ken to 
Birmingham, England, in the fall of 1986, to receive the 
Award and to hear Sir Roy Griffiths, chairman of the 
judging panel, congratulate Ken for OAG’s entry. | would 
therefore like to thank and congratulate, one more time, 
the Office team who helped prepare our submission, not 
only because we did win it, but also because doing so 
brought a great deal of international attention to the Office 
of the Auditor General of Canada. 


The Integrated Financial Management 
Reporting System of the Office of the 
Auditor General of Canada 


This is a summary of OAG’s award-winning report. 


Introduction 
The following text and illustrations 
describe the integrated financial 
management reporting system 

of the Office of the Auditor General of Canada (OAG). 


OAG’s financial management reporting system reports 
both financial results and operational statistics. To be 
meaningful, results must be compared against a standard 
or budget. For this reason, this paper begins with a brief 
overview of the Office’s planning and resource allocation 
system. 


After this initial description of the planning and resource 
allocation system, the financial management system is 
explained and the management reports produced are 
illustrated. Since human resources costs (salaries, wages 
and benefits) and travel costs represent about 80 percent 
of all Office expenditures, the financial management 
reports used to control these costs will receive the 
emphasis in this paper. 


In short, this paper will show how financial management 
reports that incorporate both financial and operational - 
data, when combined with internal financial controls, 
provide a means for management to take action as 
problems occur. This, to the OAG, is the essence of 
effective management. 


Objective 

The objective of OAG’s financial 
Management reporting system Is 

to provide an accurate and timely set of 
integrated financial and operating reports so that 
management at each level is informed and has the 
necessary information to take corrective action if 
required. 


Why does this system meet the objective set for it? 
First, it is accurate: the financial and input controls give 
managers full confidence in the integrity of the 
information. Second, it is timely: all data is in an on-line 
computer database and is available daily. A fully 
integrated set of financial management reports is also 
provided to all levels two weeks after the end of the 
month. Third, it is performance-oriented: financial as 

well as operational information facilitates the comparison 
of resource consumption to achievements. And, finally, it 
iS unique in that all OAG employees, from the most junior 
staff member to the Auditor General, report time. Time is 
budgeted and reported weekly to the nearest tenth of an 
hour. Everyone participates! 


Office Organization 

For the purposes of financial and 
operational management, the OAG 

is organized into three branches. Each 
branch is in turn organized into groups. There are 34 
groups in the Office, and each is subdivided into cost 
centres, which in turn are comprised of a series of 
projects. 


OAG’s financial management reporting system is 
designed to report on a detailed basis to managers at the 
project level and at each subsequent level, up to the 
Executive Committee. The information is progressively 
summarized as it moves up through each reporting level. 


The Office’s largest branch - the Audit Operations 
Branch —- represents about 70 percent of all expenditures 
and is divided into 13 audit groups. Each group is 
responsible for the audit of organizations ranging in size 
from a few hundred thousand dollars to several billions of 
dollars in expenditures. Each group performs, on 
average, about 20 audits annually. 


Each audit is referred to as a cost centre. For example, 
the audit of the federal Department of Transport is a cost 
centre. Each cost centre is the responsibility of an audit 
principal — the equivalent of a partner in a public 
accounting firm in the private sector — who is responsible 
for one or more cost centres. Resources are budgeted, 
utilized and reported against the cost centre. Cost 
centres are then further divided into a series of projects 
by cost centre managers to facilitate the deployment of 
their audit staff. 
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OAG’s financial management reporting system has been 
designed to monitor and report with emphasis at the 
group and cost centre levels. If control is maintained at 
these levels, control at the branch and total Office levels 
is virtually assured. 


In order to graphically describe the financial management 
reporting system, the illustrations included in this paper 
deal with a single group. They have also been simplified 
in terms of the magnitude of the resources and the 
number of cost centres. 


The following chart illustrates how data are "rolled up” in 
OAG reports: 


Executive 
Committee 


Branch | 


ae 


Group 2 


Group 1 


Office-Wide Statisties 
3 Branches 
34 Groups 
336 Cost Centres 
4,000 Projects (approx.) 


Planning and Resource Allocation 
The planning function in the OAG begins 
with the strategic priorities established 

each year by the Executive Committee. 
From the strategic priorities, a multiyear plan is 
developed, which identifies future audits and their timing. 


Global estimates of the cost of the audits for the 
following fiscal year are then prepared. These estimates 
are submitted to Parliament for approval and become, 
once approved, the starting point for detailed resource 
allocation to OAG cost centres for the ensuing fiscal 
year. 
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Comptroller Bill Beaudoin and Finance Director Wayne 
Gilmour are working on an early stage of OAG’s 
resource allocation cycle: the Estimates. 


The OAG is probably unique among public bodies in that 
all its employees — from the most junior to the Auditor 
General - report time, whether they are permanent or on 
short-term contract. Time is reported weekly to the 
nearest tenth of an hour. 


OAG’s resource allocation system, then, is predicated on 
the allocation of time resources (hours) to the priorities of 
the Office for the upcoming year. In fact, the time of each 
OAG employee is allocated to specific projects, and this 
time is costed. These costs (salaries), together with 
short-term contract costs, and travel and other related 
costs (supplies, rentals, etc.) become the budgets for 
cost centres. It is against these budgets that the financial 
management system must report actual consumption of 
resources for managers to exercise control. 


What is measured and reported? 
As in any organization, disbursements 
must be measured and controlled. The 
OAG cannot spend more money than 
has been appropriated for the Office by Parliament. 


In addition to this, however, the OAG controls the number 
of person-years provided in the annual budget. While 

this type of control is not mandatory for the OAG 
because the Office is not subject to person-year control 
by central agencies, the Office nonetheless chose to 
enforce such controls in order to be consistent with 
government departments and agencies, which are 
required to do so. 


OAG’s monthly financial statements are the financial 


Finance Director Wayne Gilmour, Comptroller Bill 
Beaudoin and Deputy Auditor General Ron Warme are 
photographed with the CIPFA-Arthur Andersen 
Financial Management Reports Award. 


management reports that monitor and report on dollar 
and person-year utilization. 


In addition, there are operational measures that must be 
reported. First, since resources are allocated to audits in 
the form of both dollars and hours, the rate of 
consumption of hours and their cost must be captured, 
measured and reported. Second, an indication of how 
productively managers are using staff members coming 
under their span of control is required. In order to 
measure this, the OAG uses an audit project hour ratio. 
This is the ratio of time spent on auditing work to the net 
time available for each employee or contract person. 
Targets, which are comparable to those used by large 
public accounting firms in the private sector, are set for 
groups of employees. Actual performance is measured 
and reported against these targets. 


The OAG time-reporting system captures and reports 
data for these operational measures, which form an 
integral part of the financial management reporting 
system in use at the OAG. 


Executive Committee Summaries 

As with any organization, senior 

executives cannot spend a great deal 

of time reviewing massive details on the 
health of the organization. At the OAG, there are certain 
indicators that can alert senior managers to potential 
problems. 


Shown below are the executive summaries produced 
(about the middle of the following month) on the monthly 
financial statements. They allow senior managers to 
obtain a bird's-eye view of operations. 


Monthly Executive Summary 


(in $000s) 
1. Total Expenditure Pattern as at 30 November 1985 (Year-to-Date): 
ies 2,982 $40,614 
1007 $42,982 , 
L| | | | Total Budget 
| | oF Spent | 
ercent ent 
80] : 
| Sora POKES 5 Elapsed ttme 
| ee: es 61.6 | 
| 607 
40} 
| 
207 
07 
1985-86 Year 1984-85 
Elapsed 
2. Contracts and Staff Travel Expenditures: 
Contract as at 30 November Travel as at 30 November 
5,74 z $1,681 
§ 100 Ss ; —— 


| | 
80 
| 


60 


40f 


1985-86 Year 1984-85 1985-86 Year 1984-85 
Elapsed Elapsed 


Provides a "bird's-eye" indicator of whether 
resources are being consumed with passage of 
time. If not, it could indicate significant 
slippage in audit work (see schedule C). 


3. Monthly Expenditure Profile (in millions): | 


6.0 


Actual 1984-85 --—--—- / 


Actual 1985-86 


4.0 


3.0 }— 


2.0 }-— 


0 = —— 
Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar. 


4. Missing Time Sheets as at 30 November 1985: 


% of 

Number People | 
A.G. 0 - 
Professional Services 15 28.1 
Audit Operations 39 9.0 
Administrative Services 1 9 Out of 

as approximately 3,000 

Total A processed monthly 


5. Cost of an Audit Project Hour : 


e Y.T.D. Actual as at 30 November 1985 $63.38 | 
e 1985-86 Budget $64.65 


eal 


Must be kept to a minimum to 
protect integrity of financial 
and operating reports 


Overall efficiency indicator | 
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5. Person-Year Utilization - Forecast vs Budget: 


Budget 


Forecast ea 


Auditor Prof. Audit Admin. 


3 Total 
General Services Operations Services 


Office 


6. "Head Count" as at 30 November 1985: 


Sylvie Trudel, Financial Systems and Procedures Officer, 


Persons on Staff 


Executive Interehange prepares OAG’s monthly financial statements, which form 
inaiviuals on Contract (Active) 3 a key component of the financial management system. 
Total: 
Reports 
as In addition to the executive summaries, 
ettect on audit work reports are provided at each reporting 


level. The total Office report contains a 
summary of the information on all branches; branch 
reports Summarize the information on all groups within 
each branch; group reports contain information, in both a 
1985-86 Audit Project Hour Ratio Summarized and detailed form, on all cost centres making 

up a group; and cost centre reports provide detailed 
information on staff members, projects, hours, etc., for 
each cost centre. Because upper-level reports are a 
summary of group reports, this paper will explain OAG’s 
financial management system by going directly to group 
reports. 


Ind (Tair 


toe eaan wet “i Schedules A to G are provided to group managers by the 
ve fifteenth day of the following month. 


Group Overtime Report 
(schedule G) 


Group Salary and Wage Forecast 
(sehedule F) 


Group Person-Year 
Utilization Report 


(schedule E) 


Group Utilization Report 
(schedule D) 


Group Contract Status Report 
(schedule C) 


Group Audit Project Hour Ratio 
(schedule B) 


Potentially serious 
variance. Why? 


Group Financial Statement 
(schedule A) 


based on information provided to 
him on schedule B 


8 Opinions 


Group Financial Statement 
as at 30 November 1985 
Group: Transport, Defense, Foreign Affairs < 


Deduct: 
To-Date Deduct: Free 


Budget Items Budget Expenditures Commitments Balance 


Schedule A 


A group is comprised of a 
series of cost centres 


Very small balance, if 
three positions are to be 
staffed (see schedule E) 


Salaries, Wages, 
Employee Benefits $383,000 $243,300 $121,900 $17,800 
(eee 


Professional Service 
| Contracts 120,000 12,000 106,000 2,000 
e- 


Travel 17,000 14,200 2,100 700 


Subtotal $520,000 $269,500 $230,000 $20,500 


Balance of remuneration payable to year- 
end (includes provision for overtime, 
collective bargaining, etc.) 


With 2/3 of year elapsed, 
could indicate a problem 
in mobilizing work (see schedule C) 


| Reported on an accrual basis 


Other Expenditures: 
¢ Rentals 8,000 
® Supplies 3,900 
@ Repairs 1,050 


Subtotal, Other 12,950 


Total Group $536,000 $282,450 $231,850 $21,700 


t 


Liabilities; contingent upon receipt of 
goods or services 


Person-Year Utilization: Audit Project Hour Ratio: 
Budget i Budget 80.0% 


Forecast to Year-End Actual Year-to-Date 72.0%~< 
Variance K Variance 8.0% 


Possible staffing 
problem (see schedule E) 


Potential productivity 
problem (see schedule B) 


Schedule B 


Group Audit Project Hour Ratio 
as at30 November 1985 
Branch: Audit Operations 
Group: Transport, Defense, Foreign Affairs 


Cost Centre Number of Actual 
Manager Employees Budget YetDs Variance 


Jones, P.R. 81.0% 67.5% -13.5% 


Smith, J.G. 79.0% 82.3% +3.3% 


72.0% -8.0% 


Group Total 80.0% 


Group total is being 
adversely affected by 
Jones! cost centre. 
Why? 


Jones responds to question 
based on information provided 
to him on schedule | 


Aggregate ratio of all staff and contract 
| personnel in group 


Schedule C 


Group Contract Status Report 
as at 30 November 1985 
Branch: Audit Operations 
Group: Transport, Defense, Foreign Affairs 


Deduct To-Date Deduct Free 
Expenditures Commitments’ Balance 


Cost Centre 
Manager Budget 


Jones, P.R. $ 96,000 $ 2,400 $ 93,600 0 


Smith, J.G. 24,000 9,600 12,400 2,000 


Group Total $120,000 $ 12,000 $ 106,000 2,000 


With 2/3 of the year elapsed, 
only 2.5% of negotiated 
contract assistance used. 
Why? (see schedule D) 
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Schedule D 


Group Resource Utilization Report 
as at30 November 1985 
Branch: Audit Operations 
Group: Transport, Defense, Foreign Affairs 


Cost Budget Utilization Unused Balance % 
Centre Hours Cost Hours Cost Hours Cost 


Department of Transport 7,000 $310,000 1,250 $96,700 82.1 68.8 © 


Manager: Jones, P.R. 

Output: Comprehensive 
Audit 

Target Date: 31 March 1986 


Department of Defe 3,000 226,000 2,350 185,750 
Manager: Smith, J.G. 


Output: Attest Audit 
Target Date: 30 April 1986 


Total Group 


10,000 $536,000 3,600 $282,450 
=e 


dicates the audit is in trouble: 
with 2/3 of year elapsed, 
less than 20% of work is done. 
Why? 


Total utilization includes 
$2,400 contract shown on 
schedule C 


Reflects impact of $93,600 
unutilized commitments 
shown on schedule C 


Jones responds to question 
based on information 
provided to him on schedule J 


Wayne Gilmour, Bill Beaudoin, Sylvie Trudel and Irene 
Dumouchel received the 1986 Auditor General’s Award 
of Excellence for their work on OAG’s financial 
management reporting system. 
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Salary and Person-Year Accounting Clerk Carole Davis 
and Financial Planning and Systems Officer Irene 
Dumouchel monitor and report on OAG’s largest 
expense — salaries — on the salary database. 


The Salary and Person-Year 

Factors 

About 80 percent of all OAG expenditures 

are for the remuneration of staff and for travel 
costs. Over 70 percent are salaries and related costs. 
Because of the significance of these expenditures, it is 
imperative that they not only be subject to stringent 
internal controls, but also that the OAG have the ability to 
forecast them with a high degree of accuracy. 


To do this, the OAG has developed a salary and 
person-year database. This is a computer-based 
forecasting tool. The reports generated by this system 
monitor and report on person-year utilization 
(schedule E) and salaries (schedule F). 


One of the unique features of the salary expenditure 
forecast is that it is built up on an employee-by- 
employee basis rather than on an average or 
approximation basis. Consequently, group managers can 
have full confidence in the figures provided for salaries in 
the reports. 


No staffing action is permitted that would result either in 
more person-years being utilized than authorized or in a 
salary budgetary deficit. 


The following schedules show what is considered in 
forecasting the salary requirements for each staff 
member and the person-year "burn", and illustrates the 
reports produced for group managers: 


Sehedule E Schedule F 


Group Person-Year Utilization Report | Group Salary and Wages Forecast 
as at 30 November 1985 as at 30 November 1985 
Branch: Audit Operations Group: Transport, Defense, Foreign Affairs 

Group: Transport, Defense, Foreign Affairs 


Forecast Salary Forecast Person-Year 
Employee Position No. P.Y. Budget Utilization Variance Employee Position No. Annual Rate to Year End Utilization 


Baker, P.B. 406 $ 41,800 $ 39,800 1.0 

Baker, P.B. 406 Beaudoin, W.R. 422 16,500 = 
Beaudoin, W.R. 422 . =, OF . Brown, P.S. 518 39,000 54,900 
Brown, P.S. 518 : : . Jones, P.R. 627 39,500 37,400 
Jones, P.R. 627 Fox, P.P. 818 29,800 29,000 
Fox, P.P. 818 Gilmour, W.R. 009 21,500 21,500 
Gilmour, W.R. 009 Green, S.L. 099 39,000 39,500 
Total Smith, J.G. 918 31,600 31,600 
oeicenkrs ; f “ Trudel, S.Y. 123 32,600 Bee 
Warme, R.M. 517 34,500 48,900 


pe pak ee ee pet P 
SoooocoMN 


evi re : - Subtotal 350,200 


Trudel, S.Y. P| A ag ae 
Wacme, R.M 4 ; Provision for unspecified promotions, overt/me 15,000 


Total Total forecast for fiscal year 365,200 
Cost Centre 


Group Budget 383,000 


Total Group q d Variance $ 17,800 


Permanent 
Terminated 
Long-Term Disability 


Only using 1/2 person-year 


Fotentjal staffing wi but large salary provision. 
problem: two Underutilized at Why? 
positions vacant for annual rate of two : 


six months, one for a full person-years 


year Total forecast well in 


excess of annual salary. 
Why? (see schedule G) 


Probably affecting audit work 
(see schedule J) 


Group manager calls up 
explanation of forecast 
from salary database (see 
schedule F (i)) 


Schedule F (i) Schedule G 


Group Salary and Wage Forecast Group Overtime Report 
as at 30 November 1985 for the Period | April to 30 November 1985 
Forecast for: Position No. 518 Group: Transport, Defense, Foreign Affairs 


Employee Name: Brown, P.S. Group and Level: AU-2 Compensated 
Employee Hours Claimed Time Paid Total 


Base salary at beginning of year 


USSG) 9729/0080 Brown, P.S. 16 - § 520.00 $ 520.00 


P = Trudel, S.Y. 637 = 15,300.00 15,300.00 
Reduction due to retirement after t , ae ’ 
ke months -19,500 Warme, R.M. 525 - / 14,200.00 14,200.00 


Total Group $ 30,020.00 


Annual increment 1 July to 30 September 1,000 


Provision for collective agreements 
1 April to 30 September 1985 2,150 


Overtime payments to date 520 


Should be investigated immediately by 
cost centre manager: heavy overtime 

may be due to staff shortage or lack of 
control of overtime or both 


Severance pay on retirement 25,730 


Unused vacation at retirement 6,000 


Employee announced intention to 
retire; cost immediately built into 
salary forecast 
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Cost Centre Managers 

Cost centre managers —- audit principals — 

must ensure that the time of 

professionals on short-term contract is 
negotiated and effectively used, that employees under 
contract are productively deployed and that audit work 
comes in on time and within budget. 


Schedules H to K have been designed to assist cost 
centre managers in these aspects of their work: 


Employee Time Summary 
(monthly) (schedule K) 


Project Status Report 
(weekly) (schedule J) 


Audit Project Hour Ratio Report 
(monthly) (schedule I) 


= 


Professional Service 
Contract Report 
(weekly) (schedule H) 


Schedule H 
eee ee ea eS aa eee Ri foe a ae ee oe Can meena Tt 


Cost Centre Professional Services Contract Report 
as at 30 November 1985 
Cost Centre: Department of Transport 
Group: Transport, Defense, Foreign Affairs 


Contract Name of Contract Value Expenditures Balance 
No. Contractor Hours Fees Hours Fees Hours Fees 


5-0172 Cline, D.R. 572 $28,600 24.0 $1,200 548.0 $27,400 
5-0645 Dumas, L.P. 300 15,000 Ze 288.0 14,400 
5-0821 Foster, D.D. 600 27,000 3 600.0 27,000 


5-0822 Lane, S.L. 400 25,400 : 390.5 24,800 


1,872 $96,000 45.5 $2,400 1,826.5 $93,600 


eported on the accrual basis 
(rather than on the cash basis 
as is done by most public 
bodies) 


The TRACS group includes (front row) Computer 
Operations Supervisor Janeth Wilson, Operations 
Programmer Sanjeev Chugh; (back row) Data Clerk 
Denis Latouche, Programmer-Analyst Denis Bastien, 
Operations Programmer Doreen Norlock and EDP 
Services Manager Barbara Taylor. 


Cost Centre Audit Project Hour Ratio Report 
as at 30 November 1985 
Cost Centre: Department of Transport 
Group: Transport, Defense, Foreign Affairs 


Manager: Jones, P.R. 
Audit Project Hour Ratio 


Total Hours Net Available Audit Project Actual Budget 
Employee Name Reported Hours Hours 


Baker, P.B. 1,300 1,120 920 
Beaudoin, W.R. 1,300 1,157 924 
Brown, P.S. 650 582 500 
Jones, P.R. 650 602 281 
Fox, P.P. 1,300 aly, 901 
Gilmour, W.R. 1,300 1,120 324 


Total 
Cost Centre 6,500 5,703 3,850 


Indicates employees 
requiring further review 


Jones now calls up detailed 
report on employee(s) 
(see schedule K) 


The Audit Project Hour Ratio 

OAG’s cost centre managers are held 
accountable for the productive 

deployment of their staff. When managers are 
unable to use certain employees on their audits, it is the 
managers’ responsibility to "market" these employees to 
other managers’ audits. 


For OAG auditors, the performance indicator is the audit 
project hour ratio. This is the ratio of time spent directly 
on audit work to the time the employee has available. 
Because a certain amount of time does not fall under the 
control of managers — annual leave for example - these 
hours are excluded from the calculation. Managers are 
accountable for the balance. 


Schedule K shows the information provided to managers 
for each of their employees: 


Office Services Co-ordinator Lise Bertrand, TRACS 
Co-ordinator Denise Leduc and TRACS Clerk Nancy 
Laroche help ensure that the TRACS group meets its 
stringent monthly reporting deadlines. 


Schedule J Schedule K 


Cost Centre Project Status Report Employee Time Summary 


as at 30 November 1985 AES 
Cost Centre: Department of Transport a fe ae ne ve ous eae : 
Group: Transport, Defense, Foreign Affairs ost Centre Manager: Jones, P.R. 


effect on hourly unit cost 


ndicates an inordinate amount of 
"admin." time in relation to amount of 
audit work done: immediate action 

required by manager 


Unused Balance Employee: Gilmour, W.R. 
Budget Utilization Percent 
Project Hour Cost Hour Cost Hour Cost Reporting Year-to-Date 
Project Category Hours 
1. Preliminary Survey 1,100 $65,000 1,050 $87,100@ 4.5 (34.0) 
2. Execution - Public Transport - Public Accts. Attest Audit Project 320.0 
Accounts 1,200 52,800 100 4,700) | 9157 (90.1 Transport - Airport Rev. Fund Audit Project 4.0 
3. Exeeution- A/R: Tolls 1,000 42,000 - = 100.0 100.0 A. Total Audit Project 324.0 
4. Execution - General Administration Audit Support p—@623.5 
Airports Revolving Training Audit Support TIRNS 
Funds 2,000 83,000 100 4,900 | 95.0 94.1 Unassigned Audit Support -@150.0 
5. Execution - Payroll 1,100 51,700 = = 100.0 100.0 B. Total Audit Support 796.0 
6. Report Writing 600 15,500 = = 100.0 100.0 C. Total Available Time (A + B) 1,120.0 
Total Department 7,000 $310,000 1,250 $96,700 82.1 68.8 Annual Leave Unavailable 157.5 
Sick Leave Unavailable 22.5 
Total Unavailable Time 180.0 
Total Time Reported 1,300.0 
oe Actual Audit Project Hour Ratio = A+C = 28.9% 
Preliminary survey done Budget Audit Project Hour Ratio = 80.0 
but audit stalled 
Although survey work : = 
under its time budget, cost Variance 51.1% 
/ overrun will cause adverse 


Employee has had idle 
time aggregating to about 
20 days. Immediate action 
required by manager: 

manager must find a way 


! 


Possible staffing problems; Due to change in "mix" of F 

| immediate action required: personnel used to "market" auditor 
| Jones must meet with project 

| leaders 


Opinions 13 


Summary 

As can be seen from the previous 

illustrations, information on projects 

is reported up to the cost centre level. Cost 
centres are then aggregated at the group level, and 
group results are Summarized at the branch level and 
finally at the- total Office level. 


As in any organization, there must be quality control as 
well as financial and operating controls. At the OAG, a 
series of post-audit quality reviews are conducted after 
the completion of audits. These reviews determine 
whether auditors have adhered to the Office’s audit 
standards. 


Constructive observations from these reviews find their 
way back, as “lessons learned", to the formal audit 
manuals, audit guides and audit bulletins developed and 
used by the OAG. 


The conduct of post-audit quality reviews by the 
Program Evaluation and Internal Audit Group and the 
development of audit guides and bulletins by the 
Professional Practices Group are themselves cost 
centres and are subject to the same financial and 
operational controls that apply to audits. 


The following chart is a schema of this cycle: 


OAG’s financial management reporting system monitors 
the progress of all work, keeps track of employees’ time 
and makes expenditure trends visible. The Office of the 
Auditor General of Canada produces accurate and timely 
financial management reports and believes that these 
reports are: 


- effective, because they are completely integrated 
with both financial and operating data; 


- efficient, because they are completely 
mechanized without duplicate handling or input of 
data; and 


- economical, because the entire system is 
maintained and operated using only about 3 
percent of the human resources of the Office. 


These reports, when combined with the Office’s 
dedication to overall effective communication in its non- 
financial fields, contribute to a well managed, professional 
audit office. 


OAG Audit Cycle 


"Lessons 


Learned" 


Audit Report to 
Methodology Audited 


(Manuals, Guides, Organization 


Bulletins) 


The Audited Organization 
Resources Preliminary 


approved by Survey/Audit | Examination | Reporting 
Parliament Program 


See 


Audit Support: 
Admin., Finance, 
Personnel, ete. 


}}K————_- Financial Management Reports to Plan, Budget, Control 
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Audit 
Responses 


Annual 
Report Post-Audit 
to Quality 
Parliament Reviews 


Shaping the Practice: 

The Seventh Annual Conference of 
the Canadian Comprehensive Auditing 
Foundation 


The Seventh Annual Conference of the Canadian 
Comprehensive Auditing Foundation (CCAF) was held in 
Toronto, from 30 November to 2 December 1986. 
Several OAG staff members contributed to the three- 
day event as speakers or discussion facilitators. Auditor 
General Kenneth Dye delivered the keynote address; 
Principal Henry McCandless was a member of the 
Conference’s program committee and chaired one of the 
sessions; Deputy Auditor General Larry Meyers chaired 
a session on comprehensive auditing; Assistant Auditor 
General Yvan Gaudette, Principal Hugh McRoberts and 
Director Neil Burk were session speakers; and Mike 
McMullan was one of the discussion facilitators. 
Assistant Auditor General Paul Ward and Principal John 
Hitchinson were among the 26 OAG staff members who 
attended the Conference, and they met with Hugh 
McRoberts, in December, to discuss its content, impact 
and success. The following article summarizes their 
comments on its implications for the Office: 


Paul Ward: CCAF’s Seventh Annual 
Conference was the Foundation’s second 
largest conference — Montreal hosted the 
largest one in 1985. It was well organized 
and very successful. Its program showed a healthy 
balance between the formal sessions and the activities 
that provided opportunities to discuss auditing issues with 
colleagues from different parts of the country. A 
significant portion of this year’s Conference was devoted 


to one of the most complex and contentious areas 
associated with public sector accountability and 
comprehensive auditing: effectiveness auditing. A key 
topic in this area is the question of management 
assertions. John, do you want to begin with that? 


John Hitchinson: The first plenary 
session, "Auditing Effectiveness in the 
Public Sector: Opportunities, Choices and 
Challenges", was by far the highlight of the 
Conference. One year ago, the Board of Governors of 
the CCAF appointed an Independent Panel to conduct 
research and provide guidance in that area. Some of the 
members of that Panel - Warren Chippindale, Corporate 
Director with Coopers & Lybrand; Kenneth Belbeck, 
President of Stevenson Kellogg Ernst & Whinney; 
Raymond Hession, Deputy Minister of the Department of 
Regional Industrial Expansion (DRIE); Michael Rayner, 
Comptroller General of Canada; and Claude Taylor, 
Chairman of Air Canada —- reported on their work and 
major conclusions during the plenary session. 


Performance and the role of management assertions 
were the focal point of their presentation. Should 
management make assertions and auditors audit against 
these assertions, or should auditors report on 
performance in the absence of statements by 
management? That concept had already been the topic 
of some debate. Ken Dye, in his keynote address, said 
that it would certainly be useful to auditors if 
management made assertions, which could form a 
valuable base for the auditing process. Ken also 
underlined that he was taking a personal interest in this 
important issue. 


This theme was reiterated by Claude Taylor and Ray 
Hession, who provided the audience with a series of very 
important comments. Ray Hession believes that senior 
managers accept that they should make representations 
about effectiveness and that it is appropriate for auditors 
to then comment on these representations. He also 
indicated - a comment that was of personal interest to 
me — that he wanted to be at the cutting edge of that. 
Claude Taylor also emphasized that the concept of 
representations will be lost if we don’t act on it rapidly. | 
agree wholeheartedly with that point. Other comments 
addressed the fact that management information systems 
cannot, at present, support management assertions. It is 
very difficult to make good representations if information 
systems cannot back them up. Peripheral to that topic 
was a comment by Michael Rayner, who stated that if 
management doesn’t make representations, the Auditor 
General’s mandate provides the opportunity for him to 
comment on performance. In the absence of 
management representations, the Auditor General has 
the right and obligation to do some direct reporting. 
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Director Neil Burk, Fred de Jong, Director with the Integrated Mail Processing Network Program of the Canada Post 
Corporation, and Donald Marchand, Director with the Institute of Information Management of the University of South 
Carolina, were the speakers of the Conference’s third technical session, "Information Resources Management: A 
New Scope Area for Comprehensive Auditing". Principal Henry McCandless (right) chaired the panel discussion, 
which updated comprehensive auditors on emerging applications of information resources management in 
governments and their implications for comprehensive auditing. 


Hugh McRoberts: Mike upheld what 

was recommended in the Report of the 
Independent Review Committee on 

the Office of the Auditor General of 

Canada (the Wilson Committee Report): "Because the 
evaluation of the effectiveness of programs is an integral 
part of the value-for-money concept, it is important 

that the new legislation (the Auditor General Act) be 
broad enough to ensure that the Auditor General has the 
right to report on such studies and even to make his own 
evaluation of program results if there is no other 
satisfactory way of obtaining this." 


John Hitchinson: Yes; he quoted 
extensively from the Wilson Report. He 

also put considerable emphasis on Part III 
of the Estimates as a possible vehicle for 
making representations. This first session on Auditing 
Effectiveness was by far the most interesting discussion 
panel of the Conference. 


Hugh McRoberts: | should add that the 
OAG has been working closely with both 
the Independent Panel and the 
working-level committee, which is led by 
Pat Lafferty, a Partner of Coopers & Lybrand. The 
panelists have looked at the procedure for auditing 
effectiveness and have involved the communities 
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affected by this issue: the clients and what they need; 
the managers and their ability and willingness to provide 
such representations; the measurement community, 
which is made up of program evaluators and other such 
professionals, and their ability to provide the 
measurements required by managers and clients; and the 
auditors and their ability to audit. 


The members of the Panel will submit their report to the 
Foundation early in 1987, and the Conference provided 
them with the opportunity to share their conclusions with 
the comprehensive auditing community and obtain 
feedback as to the direction they are taking. 


The session “Measuring Effectiveness: Dimensions, 
Limitations and Possibilities" focussed on organizational 
effectiveness, an area developed by the CCAF. Ronald 
Grey, Partner and Director with Hay Management 
Consultants, discussed his company’s approach to the 
measurement of organizational effectiveness. Alan 
Winberg, a Director in the Evaluation Directorate of the 
Department of Indian and Northern Affairs, then spoke at 
some length about the ability of the medsurement 
community to respond to management’s requirements for 
information to back up their assertions. The bottom line 
of Alan’s presentation was that if management asks 
empirical questions, the measurement Community Is 
capable of providing measures, not always perfect or 
absolutely certain measures, but nonetheless something 
that constitutes a reasonable measure of the 
performance that management wants to measure. 
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Martha Tory, Partner of Clarkson Gordon, and Assistant Auditor General Yvan Gaudette were the panel members of 
the Conference's fifteenth technical session, "Comprehensive Auditing: Can You Meet the Qualifications?" Deputy 
Auditor General Larry Meyers (right) chaired the session, which looked at the knowledge, skills and training of an 


audit team and emphasized the role of the audit team leader. 


The third session on effectiveness, “The Role of the 
Auditor in the Effectiveness Area", was chaired by Brian 
Corbishley, Managing Partner of Stevenson Kellogg Ernst 
& Whinney in Calgary and formerly with the OAG. Jim 
Goodfellow, a Partner of Touche Ross & Co., was the 
first speaker and | was the second. We addressed two 
questions: If managers make their representations about 
performance, will the comprehensive auditor be able to 
audit them, and what problems will be encountered in the 
process? The answer to the first was yes, as long as the 
assertions made by management are assertions of fact, 
which are straightforward and auditable. Assertions of 
opinions are unauditable and assertions of cause are 
problematic. 


Jim and | agreed that one of the problems auditors will 
have to deal with is the fact that numbers are not all the 
same and that an audit opinion that treats all numbers as 
being the same is both very dangerous and misleading. | 
gave examples from the literature on effectiveness and 
Jim developed examples from a more conventional 
balance sheet of numbers that require very different 
types of treatment in terms of audit opinions. The bottom 
line was that managers can depart from conventional 
measurement processes when they generate numbers 
and that current audit opinions cannot always deal with 
this. | think the time has come for us to leave the 
discussion table and to begin working with managers and 
clients in order to generate some examples of sets of 
management representations that both auditors and 
managers are willing to sign. 


Paul Ward: Another interesting session 
was the one on "Crown Corporations: 
Approaches to the Special Examination”. 

It was the first time that private sector 
auditors who are conducting special examinations 
publicly compared notes. The three speakers were 
Special examiners for three Crown corporations — 
Canadian National Railways, Canadian National Marine 
and Ports Canada. We were struck initially by the 
differences in their approach, in their reliance on internal 
auditing and as to whether or not they had to prepare a 
summary report. However, there was a clear 
commonality of view as to the importance of setting 
proposed audit criteria and agreeing on these with the 
boards, of communicating regularly with the boards 
throughout the examination, and then of developing more 
precise criteria or adapting the criteria as management’s 
systems and approaches are examined. 


The special examiners raised a number of other 
questions that will have to be dealt with in the future. For 
example, once auditors finish a special examination and 
report to the board, have they fulfilled their mandate or 
do they also have the responsibility to report on any 
other matter of significance? Special examiner Glenn 
Ross, a Partner of Coopers & Lybrand, advised auditors 
who find themselves in that position to discuss it with the 
Office of the Auditor General of Canada. 
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The Government Services 
Group Meets the Microcomputer 
Challenge 


by John Dunning, Manager 
and David Willey, Supervisor 
Audit Operations Branch 


Microcomputers are rapidly changing the environment in 
which we work. Walk through the Office of the Auditor 
General of Canada (OAG), or for that matter through any 
office in the government, and you are likely to see people 
at work on microcomputers. What impact does this have 
on auditors? How are they adapting to this changing 
environment? Has audit efficiency improved? What will 
the future bring? 


Let’s examine these questions by exploring how the OAG 
is meeting the challenge of microcomputer technology. 


Impact on Auditors 

The increased use of computerized 

systems by departments and agencies 

is forcing auditors to use the computer 
system as an audit tool instead of ignoring it and auditing 
documentation going into and coming out of the 
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computer. At the OAG, this approach has resulted in the 
development of two projects — Central Data Selection 
(CDS) and Interactive Data Extraction and Analysis 
(IDEA) - that enable auditors to perform a variety of tasks 
directly against data obtained from the client system. 
Computers eliminate some of the tedious tasks that 
auditors used to perform, such as selecting samples and 
performing recalculations, with resultant savings in audit 
time. This gives auditors more freedom to audit. 


Adapting to the Changing 
Environment 

How are the audit teams adapting 

to this changing environment? Let’s examine 
how OAG’s Government Services Group is using 
microcomputers and what it gains by doing so. The 
Group is headed by Assistant Auditor General Hector 
Millward and consists of four audit teams: the 
Department of Supply and Services (DSS) team, under 
Principal Ed Khalil; the Department of Public Works 
(DPW) team, under Principal Larry Ting; the Special 
Audits team, under Principal Alan Gilmore; and the Major 
Capital Projects team, under Principal Ross Buskard. 


DSS Team 

The DSS team uses its three microcomputers 
approximately 75 percent of the time for value-for- 
money (VFM) and Financial Management and Control 
Study (FMCS) audit applications. Of the remaining time, 
20 percent is spent on attest audit applications and 5 
percent on administration. The team uses the Office’s 
standard software packages, including Lotus, 
WordPerfect, dBase Ill and Storyboard. 


The value-for-money audit of the team’s client 
department benefits from the power and flexibility of 
Lotus spreadsheets. The audit requires detailed analysis 
of departmental expenditures and statistics and, if done 
manually, these tasks would mean many hours of tedious 
and repetitive data manipulation. The Lotus models allow 
the auditors more time for analysis and hypothesis 
testing. Changes to the spreadsheets are easily 
incorporated and multiyear analyses are quickly prepared. 


The data manipulation abilities of Lotus are employed in 
the project status and control spreadsheets used to 
monitor the progress of the VFM and FMCS projects. 
These spreadsheets are a valuable management tool that 
help auditors in the guiding and monitoring of deadlines 
and issues. 


Wordprocessing software is used for a variety of 
purposes in the course of the value-for-money audit of 
the Department of Supply and Services. Project leaders 
key their own project reports and Can work from notes, 
make changes and manipulate the information as 
required. 


Manager Gerry Chu, Principal Larry Ting and Auditor Joe 
Martire are analysing DPW lease Statistics. 


Wordprocessing software is also beneficial in the 
preparation of the team’s audit programs and 
questionnaires. These documents usually undergo many 
changes, and the ease with which changes can be made 
by using wordprocessing software greatly increases 
efficiency. 


With the number of staff members and consultants 
involved in the VFM audit, co-ordinating interviews Is 
not an easy task. John Dunning developed an interview 
schedule application in dBase Ill that allows for a variety 
of sorting, inquiry and reporting methods. 


In the attest audit, Lotus was first used to prepare 
leadsheets. This allows for easy update as adjustments 
are made and for roll-up of totals, and provides the 
basis for analytical reviews of balances. For example, 
analytical reviews have been developed for the DSS 
Supply audit and for the interest on Receiver General 
deposits. 


Other uses of Lotus followed. For the Regional Pay audit, 
David Willey developed a menu-driven tax deduction 
calculation worksheet. This package decreases the 
amount of time required to verify the statutory deductions 
from Public Service Pay. Other teams in the Office have 
expressed a great deal of interest in this spreadsheet, for 
central payroll sample work. 


DSS was one of the first OAG audit teams to use IDEA. 
Prior to the development of IDEA, the Computer Audit 
Group had developed eight separate computer-assisted 
audit techniques (CAATs) for the audit of the Public 
Service Superannuation Branch. These included 


Supervisor David Willey and Manager John Dunning 
(standing) are reviewing a new audit software package 
with Assistant Auditor General Hector Millward. 


sampling pensioner files and selecting high value 
payments and unusual items for audit verification. 
Supervisor Bruce Sloan and Auditor Joyce Ku converted 
and enhanced these CAATs for use with the IDEA 
software. IDEA reduces the turnaround time for CAATs, 
allowing the team to plan better the timing of the audit 
and to test various hypotheses or situations with little 
effort. 


DPW Team 

This team uses the Office’s dollar unit sampling software 
to develop and evaluate audit sampling plans. This allows 
a more formalized approach to sampling. 


A Lotus spreadsheet has been developed to tabulate 
data provided by DPW on lease tendering statistics. This 
information is used to verify the figures provided by the 
Department. 


Central data selection of audit samples for the Public 
Accounts audits of DPW and DSS greatly reduces the 
amount of work required to give our annual opinion on 
the departmental Accounts. 


The DPW and DSS audit teams accumulate in a 
database summaries of Treasury Board minutes and 
Privy Council orders relevant to their audits. This allows 
the team members to search government documents for 
audit issues and evidence. 
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Special Audits Team 

Alan Gilmore, the Principal in charge of the Special 
Audits team, finds that the use of microcomputers for 
wordprocessing substantially decreases the amount of 
time required to prepare memorandums, manage files 
and retrieve information. 


Alan’s work on the recent Federal Court of Canada case 
on OAG’s right of access to information requires that he 
be able to readily access information contained in court 
briefs, relevant cases and background documents. The 
software package he uses to achieve this allows the 
indexing of documents and subsequent search by word, 
phrase or concept. Alan also uses an OAG software 
package to catalogue and retrieve memorandums. 


Director Nestor Gayowsky uses database packages to 
gather evidence and perform analysis. They allow him to 
develop his observations and findings by searching the 
evidence accumulated in the database file. This use of 
microcomputers saves many hours of research time and 
ensures that evidence is viewed from a number of 
perspectives. Furthermore, if findings are questioned, the 
underlying evidence can be quickly retrieved. 


Wordprocessing software is a "godsend" to Nestor, 
especially when an audit chapter goes through countless 
revisions. Memos, correspondence and presentations are 
quickly and conveniently handled, and, to ensure that his 
reports are accurate, Nestor uses a software package 
that comments on grammar and writing structure. 


Major Capital Projects Team 

In order to keep track of the approximately $29 billion 
worth of major capital projects planned or in progress in 
the federal government, Principal Ross Buskard’s Major 
Capital Projects team uses a database that stores 
information obtained from Part Ill of the Main Estimates 
and audit entity principals. This system allows the team 
to set the direction for its audits and to adjust to 
changing priorities. 


Future Directions 

New and more powerful software is 

constantly being introduced on the 

market and could increase the efficiency of 
individual audits. With this in mind, the Government 
Services audit teams keep abreast of developments by 
testing software packages, reviewing computer literature 
and participating in user groups. 


One technical factor that limits the use of IDEA is the 
amount of data that can be stored on a hard disk. IDEA 
cannot be used extensively for the audits of DSS and 
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Computer technology impacts on all personnel levels of 
the Office! Members of the DSS team - (standing) 
Auditor Cathy McIntosh, Manager Frank Cotroneo, 
Supervisor David Willey; (seated) Manager John Dunning 
and Secretary Marie Williams — posed for this illustration 
of the microcomputer in the workplace. 


DPW because the size of these departments’ files 
sometimes exceed hard disk memory capacities. Since 
computer hardware technology |s rapidly improving, there 
will probably soon be reasonably priced hard disks with 
the memory capacity required for the efficient use of 
IDEA in larger departments. 


The biggest hardware improvement for auditors has been 
the development of truly portable microcomputers. These 
are fast, powerful tools with sufficient memory and 
storage capacity to meet most of the field auditor's 
needs. 


Experience has shown us the benefits of using 
computers. The next stage is to take these benefits to 
the level that needs it most and at which the greatest 
gains stand to be made: the field-work level. It is 
therefore the goal of the Group to equip its field audit 
personnel with portable microcomputers. 


“Logging Off" 

This article has examined, through the 
experience of one OAG audit group, 

how auditors are adapting to the 
microcomputer revolution and where the future is leading 
them. Gains in efficiency can be made by using 
computers in the conduct of audits. But, in this ever- 
changing environment, auditors must constantly be on 
the lookout for new ideas that will provide even greater 
benefits. 


Delegates from China’s Audit 
Administration Visit the OAG 


by Don Smith 
Director 
Career and Professional Development Group 


Representatives of the Audit Administration of the 
People’s Republic of China recently visited the Office of 
the Auditor General. The delegation was headed by 
Deputy Auditor General Cui Jianmin and included Han 
Bo, Director of the Research and Training Centre; Lu 
Xian, Director of the Foreign Investment Audit Bureau; 
Liang Genhua, Director of the Personnel and Education 
Bureau; Liu Bin, Director of the Liao Ning Province Audit 
Bureau; Ji Fucang, Director of the Si Chuan Province 
Audit Bureau; Xu Yudi, Division Chief of the Research 
Division of the Research and Training Centre (a 1983- 
84 CCAF Fellow); and Zhang Dawei, Deputy Division 
Chief, Training Division of the Research and Training 
Centre. 


An extensive program of activity had been developed for 
the visitors, who met with numerous OAG professionals 
in order to conduct a technical review of comprehensive 
auditing at the federal level and to become familiar with 
how OAG staff members are trained and managed. The 
progress of the Sino-Canadian Auditor Training Program 
(ATP) was a major topic of discussion. Plans were 
finalized for upcoming seminars and other Program 
components. The success of ATP prompted discussions 
with the OAG and the Canadian International 
Development Agency on the possibility of extending the 
Program into a second phase. 


Chinese ATP scholars who are studying at the OAG gave 
presentations to the delegation on the progress of their 
work in Canada. Comprehensive auditing, computer 
auditing, internal auditing, training centre management, 
training course design and the use of video for audit 
training were some of the research areas covered. 


The delegates also studied the application of 
comprehensive auditing at the provincial and municipal 
levels. They met with the Auditor General of Quebec and 
his staff and visited the Audit Office of the City of 
Montreal. Meetings were also held with the Society of 
Management Accountants of Canada, the Canadian 
Institute of Chartered Accountants and the Comptroller 
General of Canada. 


The 20-day visit was intensive and rewarding. The 
delegates gathered valuable information on 
comprehensive auditing and provided the OAG with an 
overview of the progress of the Auditor Training Program. 
Also noteworthy was the continuation of friendships 
formed between the audit professionals of the two 
countries during previous visits to China. 


Assistant Auditor General Yvan Gaudette, Han Bo, Xu 
Yudi, Cui Jianmin and Principal Murdo MacSween 


The Audit Administration delegates visited the Vancouver 
Regional Office on their return journey to China. They are 
photographed with Director Alan Beaton and Audit 
Manager Vincent Poon. 


Denis Foley, Chairman of lreland’s Public Accounts 
Committee, and Lauri McDonnel, Comptroller and 
Auditor General of Ireland, met with PAC Chairman 
Aideen Nicholson and Auditor General Kenneth Dye 
during their October visit to the OAG. 


Congratulations to Josée Plante, a 

Montreal office audit trainee, and to Dan 

Ebbinghaus, Luc D’Amour and Joanne 

Augusta, audit trainees in Ottawa, who have 
successfully completed their CA examination and are 
now eligible for membership in their professional 
association. Joanne placed third in the Ottawa area. 


Dan Rubenstein received the Walter J. 

Macdonald Award for his article "Artist, 

Scientist or Communicator? Our Crisis 

of Identity", published in the January 1986 
issue of CA Magazine. The text was judged to be the 
best original English-language article to appear in the 
magazine between July 1985 and June 1986. Dan was 
presented with the Award at CICA’s 84th annual 
conference. 


Ginette Stewart resigned from the OAG 

on 5 December 1986. She had been the 

Principal responsible for the Personnel 

Group since 1 November 1982, and she 
now heads the Management Branch of the Privy Council 
Office. Friends and colleagues gathered at the National 
Arts Centre on 11 December 1986 to bid her farewell and 
wish her good luck. 


Deputy Auditors General Raymond Dubois and Ron 
Warme (left) and Assistant Auditor General Paul Ward 
(right) convey their best wishes to Ginette Stewart. 


Normand Bourdeau, OAG’s Co- 

ordinator of the 1986 United Way 

campaign, provided this comment 

on the success of the charity drive: 
We have just completed another successful United Way 
campaign. This year, the Office exceeded its target of 
$38,000 by more than 6 percent. The final figure at the 
close of the campaign was slightly over $40,376. 


As in the past, planning for the campaign began in April 
with the appointment of the Campaign Co-ordinator, 

who then set up the committee responsible for organizing 
and conducting the campaign in the Office. Committee 
members included Christine Latouche, Assistant to the 
Co-ordinator; Yvon Daigle, Supplies and Public 
Relations Officer; and Chantal Clement, Treasurer. 
Later in the campaign, Yvon was assisted by campaign 
veterans Roger Durand and Marc Cote. Meanwhile, 
Past Treasurer Pauline Blais graciously accepted to 
assist Chantal with her duties. 


The campaign was Officially opened in mid-September 
and canvassing groups began soliciting contributions 
from employees. Team Captains Regent Chouinard, 
Michel Garneau, Gerald Gaudet, Ghislain Lafontaine 
and Neil Maxwell organized a team of approximately 40 
OAG volunteers. 


The effort and dedication of the team members enabled 
the Office to meet its objective in record time, increase 
the average donation and raise the percentage of donors. 
We can all be proud of this achievement! 


OAG’s 1986 United Way campaign was conducted by a 
large team of volunteers, including (first row) Ghislain 
Lafontaine, Marc Cote; (second row) Yvon Daigle, 
Chantal Clement, Neil Maxwell, Michel Garneau, 
Christine Latouche, Regent Chouinard and Normand 
Bourdeau. 


Gary 

Lambert, 

OAG's 
Classification, 
Compensation and Staff 
Relations Director, replaced 
Ginette Stewart as Director of 
Personnel on 8 December 
1986. He brings to his new 
position more than 20 years 
of public and private sector 
experience in the personnel 
field and a valuable understanding of OAG’s operations. 
Before joining the Office in 1980, Gary worked on various 
CAP assignments at the Department of Indian and 
Northern Affairs, the Department of Industry, Trade and 
Commerce, and Treasury Board. 


IDI Director of Programs Gerald Gaudet 
reports on a recent IDI activity: 

The International Workshop- 

Seminar on the Comprehensive Audit of 
Overseas Missions was held in Manila, in November 
1986. The two-week training program was organized by 
the Asian Organization of Supreme Audit Institutions with 
the assistance of the Commission on Audit and the State 
Accounting and Auditing Centre of the Philippines, the 
Malaysian and Australian audit offices, and the INTOSAI 
Development Initiative (IDI). 


This was the first initiative to be sponsored by IDI, and 
several OAG and GAO staff members contributed to the 
event on its behalf. For example, Principal Vinod Sahgal 
participated in the activities of the first week as a course 
instructor. Don Drach and Steve Medlin, of the General 
Accounting Office, were among the instructors of the 
second week. Other key contributors to the International 
Workshop-Seminar were three former Fellows of the 


Canadian Comprehensive Auditing Foundation: Lucita 
Andres, C. Nesarajah and J. Khairuddin. 


The Seminar was attended by 31 participants 
representing 14 Asian countries. Teofisto Guingona, 
Chairman of the Commission on Audit and Vice- 
Chairman of the INTOSAI Governing Board, hosted the 
international event. 
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Leonor Briones, Secretary of Philippines’ Commission on 
Audit; Linda Solite, Officer in charge at Manila’s State 
Accounting and Auditing Centre; Teofisto Guingona, 
Chairman of Philippines’ Commission on Audit; Charles 
Coa, Financial Adviser with the Asian Development 
Bank; and Vinod Sahgal, OAG Principal, were some of 
the key participants at the International Workshop- 
Seminar sponsored by IDI. 


Principal 

Dennis 
Paproski was 
appointed to 

the OAG on 5 January 1987, 
under the Executive 
Interchange Program. A 
Director of Project Planning 
and Co-ordination with the 
Economic Council of Canada, 
he has been assigned to the 
Revenue, Finance and 
Energy Group. 


Johane Jolette and Mario Tremblay are 
the happy parents of a second child, 
Benoit, born on 5 December 1986. 
Congratulations! 


OAG’s Methodology Development 
Committee recently released a new Audit 
Guide on Auditing Cash Management 

in Departments and Agencies. Principal 
Wayne Cluskey was the Guide's primary author and will 
be responsible for its implementation. 
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Audit Committees in Crown Corporations: 
A Guidebook from the Office of the 
Auditor General of Canada is another 
recent OAG release. The booklet was 


published to help directors of Crown corporations and 
audit committee members to understand better the role 
and responsibilities of such committees, as legislated in 
the 1984 amendments to the Financial Administration 
Act. 


Graduate students from Morocco’s 
School of Public Administration visited the 
OAG on 10 December 1986. 

Their four-day visit to Canada was 
organized with the assistance of the School of Public 
Administration of the Université du Quebec. 


I 


Deputy Auditor General Ed Rowe, Yvan Roger, 
Mohamed Hajjoui, Nabil Zahra, André Gingras (a 
representative of the Université du Québec), Auditor 
General Kenneth Dye, Ben Hadad Najib, Atoubi Jamila, 
Abid Abdelaziz, CCAF Fellow Said Daoudi, Ouadhiri 
Mamoun, Jean-Pierre Plouffe and Assistant Auditor 
General Robert Lalonde 


Director Neil Burk was guest speaker at 

the January meeting of Ottawa’s Young 
Professionals Association. His lecture, 
"Profiting from your Information Resources", 
focussed on the importance of identifying, describing and 
managing information resources. One helpful tool that 
enables managers to reach their goals is a map of the 
corporate information resource base. “With meaningful 
maps and charts of your information resources before 
yOu, as in using topographic and road maps, you are now 
in a better position to reach your desired corporate 
destination by the fastest route, at the lowest cost," 
summarized Neil. 
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Planning for the next Managers and 
Directors Conference is well under way. 
Director Michael Ryan provided the 
following update: 
The 1987 Managers and Directors Conference will be 
held in Cornwall from 30 August to 1 September 1987. 
Its theme will be “Managing and Auditing in a Time of 
Restraint”. 


The topic will allow directors and managers to focus not 
only on economic, efficient and effective audits but also 
on the impact OAG audits have on value for money 
within the audited entities. 


The Conference’s organizing committee is co-ordinated 
by Michael Ryan. Robert Beaudin. Antonine 
Campbell, Francine Bissonnette, Richard Flageole, 
Lynne De Gagne, Jamie Hood and Francis Savage 
are the committee members. Maureen Mitchell 
represents the Career and Professional Development 
Group. 


The committee has already held a series of meetings and 
developed a draft agenda and budget. A high-profile 
speaker has agreed to address Conference participants. 
Managers and directors with ideas and suggestions about 
content should contact Francis Savage or Francine 
Bissonnette. Those with ideas about sports or social 
activities should contact Richard Flageole or any other 
committee member. 


The committee anticipates the participation of all 
directors and managers, who will benefit from getting 
together with colleagues and resource persons, 
exchanging information and opinions, considering their 
function in the Office, and establishing a plan of action 
for the future. Thus, this year’s Conference should meet 
the high standards of past ones. 


The members of the 1987 Managers and Directors 
Conference’s organizing committee are (front row) 
Michael Ryan, Robert Beaudin, Maureen Mitchell, 
Francis Savage; (back row) Richard Flageole, 
Antonine Campbell, Lynne De Gagne and Jamie 
Hood. Francine Bissonnette is absent. 


Malaysia was the first country to be 

featured in the 1987 series of noon-hour 

talks by CCAF Fellows. William Lee 

highlighted his country’s history, economy, 
geography and population on 13 January. On 20 January, 
Limin Zhang, a college teacher in the People’s Republic 
of China, compared his country’s educational structure to 
Canada’s during a presentation that also emphasized 
China’s economy and regional disparities. Luis 
Alejandro Gutierrez talked about Colombia’s geography, 
economy and cultural diversity on 27 January. 


Principal Bonnie Miller and CCAF Fellow William Lee 


Limin Zhang and Principal Bill Woodley 


Luis Alejandro Gutierrez and Nancy Cheng 


Two OAG groups - the Word and 

Information Systems Group and the 

Professional Services Branch — organized 

charity drives for local soup kitchens. Two 
25-lb. turkeys and 150 Ib. of vegetables were delivered 
to the Shepherds of Good Hope by Word and Information 
Systems, and Professional Services donated $215 to 
Ottawa Kitchens. 


Christmas dinner at a Murray Street soup kitchen was 
provided in part by (front row) Sylvie Magnan, Johanne 
Boiteux, Carmen Moore, Paul Michaud; (second row) 
Gisele Wand, Lorraine Maheux-Paquet; (third row) 
Sylvie McDonald, Anne-Marie Liebl, Wendy 
Bannister, Anny Lelievre, Cecile Swerdfager, Yvonne 
Pratt, Johanne Dicaire; (last row) Art Routliffe, Liz 
Dowd and Mark Kulas. Halina Schofield and Dave 
Hansen are absent. 


Deputy Auditor General Ed Rowe and Co-ordinator of 
Legal Services Philip Childs were self-appointed 
choirmasters during the Professional Services Christmas 
luncheon. Ed Rowe’s voice is always music to the ears 
of his subordinates, but it did seem to ring more 
melodiously when he announced the value of his 
Branch’s donation to Ottawa Kitchens. 
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Thank you to all who replied to our recent survey of the 
readership of Opinions. Responses are still arriving each 
day-now mainly from overseas-—and it will be some time 
before they are compiled. The JulyoAugust issue of 
Opinions will contain an analysis of the results of the 
survey. 


However, it is already clear that a large majority of those 
who have responded like the magazine and find it 
valuable. As well, many of your comments and 
suggestions will be most helpful as we seek to chart new 
directions for Opinions. 


One interesting consensus that emerges is for more in- 
depth technically oriented articles. And, while our readers 
recognize that a magazine like ours must provide a 
balanced view of things, you are also telling us that you 
would like to see more discussions that are controversial. 


As several readers pointed out, a controversial article will 
always generate its own feedback with an opposing 
opinion-which provides the necessary balance of 
viewpoints. 


Partly in response to that request for more controversial 
articles, this issue of Opinions contains a discussion 
about reliance on internal audit in the context of a special 
examination that may well generate some disagreements. 


If you have an opposing point of view, we would be 
delighted to hear from you. 


Raut 


Kenneth M. Dye, FCA 


Opinions 1 


Reliance on Internal Audit in a 
Special Examination: 


A Half-Painted Bridge 


Principal Henno Moenting and 
Directors Adel Bishai, Michael Ryan 
and Trevor Shaw met on 25 February, 
at Opinions’ request, to discuss 
reliance on internal audit in the context 
of a special examination. They are 
involved in the special examination and 
practice development work carried out 
by the OAG. 


Henno Moenting: Part XII of the 
Financial Administration Act (FAA) 
requires that Crown corporations set up 
and maintain financial and management 
control and information systems and 
management practices that will provide 
them with reasonable assurance that 
their assets are safeguarded and 
controlled, their resources are managed 
economically and efficiently, and their 
operations are carried out effectively. In 
part, the Act specifies the nature of 
these systems and practices. 
Subsection 138(3) specifically requires 
that internal audits be set up to assess 
the corporations’ compliance with these 
provisions. 


The way | see it, FAA assigns two roles 
to internal audit. First, it becomes an 
important system itself; second, it 
checks on the remaining systems and 
practices. Subsection 143(5) of the Act 
asks examiners to rely to the extent 
they consider practicable on any 
internal audit of the corporation being 
examined. The external auditor is also 
asked to rely on internal audit, but only 
the examiner is required to report on the 
extent of that reliance. 
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Henno Moenting: “The onus is on the 
examiner to rely." 


The onus is therefore on the examiner 
to rely. However, some have come to 
believe that examiners should maximize 
their reliance by actively generating 
situations where internal audit does the 
work that the examiner will subse- 
quently rely on. The legislation doesn't 
require that; it simply states that 
examiners and auditors shall rely on 
internal audit to the extent they consider 
practicable. The work of internal audit is 
simply another source of evidence. 


Adel Bishai: | would like to go back a 
step and describe reliance on internal 
audit as it is traditionally applied to the 
financial audit area. Section 5215 of the 
CICA Handbook specifies that internal 
audit work of potential relevance to the 
external auditor falls into two categories: 
the performance of a specific internal 
control procedure, which otherwise 
would not be performed, and the review 
and testing of the internal control 
systems. 


The Handbook also suggests that, 
before relying on the conclusions 
reached by internal audit, the external 
auditor should consider the internal 
auditor’s competence and objectivity 
and evaluate internal audit work. 


Traditionally, auditors used the work of 
internal audit only on occasion, mostly 
for reviewing some of the internal 
controls and some minor areas. In 
recent years, the profession has begun 
to increase its use of internal audit. The 
1984 amendments to the Financial 
Administration Act make the question of 
reliance in Crown corporations much 
more clear-cut. 


Adel Bishai: "FAA makes the question 
of reliance much more clear-cut." 


Henno Moenting: Attention is mostly 
being paid to the examiner’s reliance on 
internal audit in the context of a special 
examination. This is surprising because 
the legislation says that the assessment 
of the systems and practices that a 
corporation maintains to ensure that its 
transactions comply with specified 
authorities is also the responsibility of 
internal audit. However, there doesn't 
appear to be as much pressure in that 
respect to rely on internal audit in the 
course of the annual audit. 


Michael Ryan: If internal audit itself is 
not picking up this responsibility, is that 
a basis for qualification of the special 
examination opinion? 


Henno Moenting: That would depend 
on the particular case. | think it’s too 
early in the game to adopt a general 
rule. 


Trevor Shaw: It becomes an interesting 
tie-in. Examiners are asked to consider 
all systems and practices for control, 
including internal audit. So it goes hand 
in hand-the extent to which the 
examiner can rely on internal audit work 
vouches for that part of the corporation’s 
regime of controls and, conversely, lack 
of reliance could indicate a problem. 


Henno Moenting: This is true, except 
that compliance with authorities is not 
part of the legislated scope of a special 
examination. The fact that internal audit 
is not pulling its weight in this regard 
should become evident in an annual 
audit, not in a special examination. 


Trevor Shaw: Are we then suggesting 


Trevor Shaw: "The external auditor or 
the examiner may have to fill in the 


" 


gap. 


that corporate financial statements 
should be qualified for non-compliance 
with FAA? This would require each 
annual audit to assess internal audit 
against section 138. That would be 
costly. 


At the same time, I’m not sure whether 
special examinations would exclude 
compliance with authorities altogether. | 
don't believe internal audit should forget 
about this either when assessing 
corporate systems. The requirements of 
internal audit as now delineated in FAA 
relate to more than compliance with 
authorities. However, internal audit 
policies and practices do not always 
give emphasis to this and the external 
auditor or the examiner may have to fill 
in the gap. | believe it would be difficult 
for internal audit to criticize decisions 
that conflict with authorities. 


Adel Bishai: In practice, we find that, to 
reduce costs, the corporations are 
actively encouraging examiners to rely 
on internal audit. This is not happening 
as much to the OAG because our costs, 
although disclosed, aren’t charged to 
corporations. But my sense is that other 
examiners of C-ll corporations are 
feeling this pressure. 


Henno Moenting: We might expect to 
see a difference in the way corporations 
listed in Parts | and Il of FAA’s Schedule 
C respond to the internal audit 
requirement. Since the OAG doesn’t 
charge corporations for special 
examinations, it might be sensible for 
C-ls to control the growth of their 
internal audit function, which costs them 
direct dollars, and let the Office do most 


. 
8 ( ih 


Michael Ryan: “Should internal audit 
include program evaluation?" 


of the work. On the other hand, C-lls 
have to pay for internal audit and 
special examinations and, because 
internal audit may be cheaper, C-lls 
might be more inclined to favour the 
growth of the internal audit function. 


Trevor Shaw: To avoid paying for 
overlap and unnecessary duplication of 
work, corporations also want to make 
sure that the internal auditors and the 
examiners are co-operating. That's 
practical. 


Adel Bishai: The legislation has given 
rise to a variety of situations and 
interpretations in the field. For example, 
one corporation audited by the Office 
wants a very strong internal audit 
function. To minimize the work of the 
examiner, its management has 
developed an elaborate five-year plan, 
which is broken down into pieces, 
mostly along organizational lines. 
Internal audit will cover the corporation 
over this five-year period and the 
examiner will be able to come in as the 
pieces are completed and use the work 
of internal audit. Since FAA mentions 
internal audit and not internal auditors, 
the corporation has divided internal 
audit into two groups: internal audit and 
evaluation for effectiveness. 


Michael Ryan: Should internal audit 
include the program evaluation 
function? 


Henno Moenting: I’m concerned by 
the fact that some corporations seem to 
be viewing program evaluation as a type 
of internal audit. Internal audit tends to 
look at the internal control systems of 


Henno Moenting: "Program evaluations 
should be subject to internal audits. " 


the corporation. Program evaluation 
typically looks at the effectiveness of a 
program and reports information on 
results. Program evaluation does not set 
out to assess compliance with FAA’s 
requirement to maintain systems and 
practices for defined purposes. Instead, 
evaluations are a manifestation of such 
systems and practices. So program 
evaluations themselves should be 
subject to internal audits-and we might 
then rely on the internal audits. 


| would suggest also that special 
examinations in Crown corporations 
should not look at the effectiveness 
issue in the same way that value-for- 
money audits in departments look at 
whether systems and practices are in 
place to measure and report on the 
effectiveness of programs. We have to 
go beyond that in special examinations. 
We have to decide if corporations have 
systems and practices that produce 
effective programs. We must not 
determine only whether they measure 
and report effectiveness but also 
whether they actually have the systems 
and practices to ensure that they are 
carrying out operations effectively 


Adel Bishai: In the case that | had 
begun to describe, the examination 
team members had agreed to maximize 
reliance on internal audit but had also 
reserved the right to do their job. That 
meant that if the internal auditing work 
was not satisfactory to them, they would 
do it themselves. When the criteria 
developed by internal! audit turned out 
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Adel Bishai: "One OAG experience 
reflected varying levels of reliance. “ 


to be short of what was needed, the 
examiners produced their own criteria 
and provided them to internal audit. 
That gave them a sound basis for 
possible reliance. 


The internal audit work done in the 
corporation was uneven and the 
examiners interjected where the areas 
were weaker, thus providing training to 
the evaluation for effectiveness group. 
The experience in this case reflected 
varying levels of reliance. 


To a degree, that examination worked 
out quite well. Essentially, the 
examination team reviewed the work of 
internal audit and ensured that it had 
collected good evidence. 


Michael Ryan: | know of another case 
where internal auditing was carried out 
in certain areas by managers seconded 
from operating parts of the company. 
They developed the preliminary audit 
plans by following CCAF and OAG 
guidelines. The Office developed an 
examination structure to complement 
the work of internal audit and to rely 
where possible. 


This raises the question of the 
qualifications of internal auditors and the 
standards of audit practice that are 
being used. 


The ability of managers-turned- 

auditors to quickly attain the level of 
independence required by internal audit, 
especially when they are going 
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Trevor Shaw: "The Office concluded 
that it could rely in certain areas." 


back to management in a short period 
of time, is another issue. 


Trevor Shaw: In another case, a 
corporation asked the OAG to assess its 
internal auditing function, which we did 
by following the special examination 
process. This particular internal audit 
group comprised just a few persons. 


The Office concluded that it could rely 
in certain areas. This was very much a 
function of the individuals who 
happened to be there at the time. 
Interestingly enough, most of them were 
not career auditors. They were 
appointed to internal audit under the 
internal training policy mentioned by 
Michael-they came in from the line side 
and have since gone back. 


The Office recommended that a policy 
be established to manage this because 
management didn't have firm 
commitments from the individuals 
appointed to internal audit, and so on. 
There was little assurance of the 
continuity of the function. 


In another case, the Office has sup- 
ported internal audit in the initial survey 
of a corporation’s management infor- 
mation systems. Because of internal 
audit’s relative lack of experience in that 
area, we loaned them an OAG resource. 
If they carry the audit through properly, 
the Office should be able to rely on that 
particular area. There is a little hand 
holding going on, but this assistance 
should help both the OAG and the 
corporation in the long term. 


In another case, the corporation 


Michael Ryan: “At what point does their 
product become our product?" 


and internal audit are only now 
beginning to address the special 
examination requirement. There is a lot 
of catching up to do and time is running 
out. 


Michael Ryan: How much hand holding 
should we do? How much should we 
review their draft plans and programs? 
How much should we advise them on 
criteria? At what point does their 
product become our product? And, if 
that is the case, how can we not rely on 
our own product? 


Henno Moenting: There is a line 
between doing auditing work in these 
corporations and doing consulting work 
to improve their internal auditing 
capacity. If we are asked to do consul- 
ting work, we should perhaps consider 
some form of cost recovery. The 
corporations are the ones being asked 
to put effort and maybe resources into 
improving internal audit, not the OAG. 


Trevor Shaw: As yet, there is no 
delineated policy that the OAG wil 
recover costs where we are providing 
additional non-statutory services. 
However, in one particular case, the 
basic operating premise is that we will 
seek recovery if we run into any unusual 
costs. 


Henno Moenting: We publicly report 
the cost of special examinations when 
we complete them. | hope that the cost 
of special hand holding exercises isn't 
included in there because that would 
inflate OAG costs unreasonably. We 
should keep extra costs separate and, if 
appropriate, disclose them separately. 


Henno Moenting: "The main objective 
should be to have competent internal 
auditors." 


Adel Bishai: | am familiar with two 
other cases where the Office spent a lot 
of time training internal audit staff and, 
as a result, the costs were high. 
However, these costs have been 
segregated to allow the Office to report 
only the cost of the special examination. 


There is a practical issue here. When 
examiners don't train internal audit staff, 
they end up spending more time on the 
examination, and costs go up anyway. 
There is always a trade-off. It’s not 
unlike our own staff. It is to our 
advantage to train our own staff 
members, who then do a good job for 
us. It is to the examiner’s advantage that 
internal audit be as strong as possible. 
It's hard to control this kind of situation 
but it’s not impossible. Examiners know 
when they are obtaining evidence and 
when they are training. Each principal 
will probably have to decide if the time 
spent in training internal audit will be 
offset by gains and savings in the 
special examination. 


Henno Moenting: The ultimate aim 
should be to reduce auditing costs in 
general, whether they are borne by the 
OAG, internal audit or some other entity. 
The main objective should be to have 
internal auditors who are so competent 
that external auditing problems are 
minimized. 


Trevor Shaw: Everything goes hand in 
hand. If internal audit and management 
controls are strong, the cost of special 
examinations and other audits should go 
down. It’s like two sides of a coin. The 
examiner and internal auditors should 
work together. 


Adel Bishal: "It is to the examiner's 
advantage that internal audit be as 
strong and do as much work as 
possible." 


Michael Ryan: In this first round of 
special examinations, the OAG should 
encourage management to meet all the 
requirements of section 138. What 
internal audit would have to do then is 
confirm that the assurance is there. The 
examiner's task would be to confirm that 
management has the assurance and 
that internal audit has done its 
compliance work adequately. 


| see three assurance umbrellas. 
Section 138 provides the first umbrella 
in that the corporation should set up the 
systems and practices required for it to 
receive assurance of value for money. 
Internal audit provides the second 
umbrella when it assesses compliance 
with section 138 of the Act. The special 
examination provides the third umbrella. 
Essentially, FAA places these three 
umbrellas over the director, the 
shareholder and, in the final analysis, 
Parliament. 


Trevor Shaw: That should be reflected 
in the management accountability 
statement? 


Henno Moenting: It’s more than that. 
Michael is thinking of management 
getting into a position to make 
assertions on economy, efficiency and 
effectiveness, similar to the existing 
management assertions on financial 
performance. There seems to be some 
confusion in this area. Some are saying 
that we need generally accepted 
management principles-something 
similar to the generally accepted 
accounting principles (GAAP). But these 
two sets of principles differ in concept. 
GAAP relate to how we report 


Trevor Shaw: "It's like two sides of a 
coin." 


performance; management principles 
relate to how we generate the 
performance. What we need are 
generally accepted performance 
reporting principles, if we are talking 
about assertions. 


Trevor Shaw: Including that there 
should be a management accountability 
assertion in the first place! 


Henno Moenting: And then what does 
it look like? What does it report on? 
How do we report results that have 
non-financial dimensions? How do we 
present fairly non-financial 
performance in accordance with 
principles that are "generally 
accepted"? 


Trevor Shaw: The examiner's report 
should not replace management 
accountability assertions—yet that’s 
where we may be headed. Everyone 
may turn to the examiner for that 
assertion, even though it should be the 
expressed representation of 
management. | hope this would happen 
in real cases. 


Henno Moenting: It's management's 
responsibility to have in place a 
structure that works and to know that it 
works. Internal audit is an important part 
of knowing that. 


Is it our responsibility to fill in the gaps 
when management and internal audit 
don't do their work? There’s no easy 
answer to that. Perhaps all we can do in 
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Michael Ryan: "I see three assurance 
umbrellas. " 


most cases is report that management 
doesn't have reasonable assurance. 


Michael Ryan: Why not walk away 
once we report that? Why document 
their systems for them? They should 
know which of their systems and 
practices are providing assurance, and 
that is different from knowing their 
systems and practices. 


Trevor Shaw: Absolutely, and they 
would have to say that they manage 
with due regard for economy and so on. 
Arriving at that conclusion might not 
come from a formal system but from a 
whole series of sources. 


Henno Moenting: That raises an 
interesting question that could influence 
the extent to which we rely on internal 
audit. In my experience, internal 
auditors work in a serial way. They look 
at this part or at this system of the 
organization this year, another part of 
the organization another year, and so 
on. They work their way through the 
corporation in bits and pieces. They 
rarely if ever visualize the whole-for 
example, they may never assess as a 
whole all the systems and practices that 
deal with effectiveness. In the end, their 
work is limited to specific bits and 
pieces and that limits the extent of the 
examiner’s reliance. 


Trevor Shaw: Examiners can rely to 
certain degrees and in certain areas but 
the difficulty resides in obtaining 
cumulative evidence. 
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Adel Bishai: That is what some OAG 
examiners are now facing. They have 
obtained piles of reports but these are 
all bits and pieces. They have to figure 
out how everything fits in the whole 
corporation. 


Michael Ryan: The legislation does say 
that internal audit must assess 
compliance with section 138. 


Adel Bishai: But not necessarily overall 
compliance at a point in time. The 
internal audit department is usually 
small and cannot carry out the 
examination in one chunk to render an 
assessment. 


Michael Ryan: Are they meeting 
subsection 138(3) then? 


Henno Moenting: Perhaps they are 
because they’re not asked to give an 
opinion. It's like painting a bridge-they 
start at one end and finish at the other. 
By the time they’re finished, half the 
bridge is unpainted. They never have 
the entire bridge painted, but they are 
continuously assessing the corporations’ 
compliance with section 138. 


Michael Ryan: But we have to give an 
opinion on the status of the entire 
bridge! 


Adel Bishai: This brings us to another 
issue-the timing of the special 
examination, that is finding the optimal 
time to go in. 


Henno Moenting: If internal audit 
always has a half-painted bridge, it 
really does not matter when examiners 
go in. They will always find a half- 
painted bridge. In practice, of course, 
internal audit has to be given time to get 
up to speed. 


Trevor Shaw: The size and construc- 
tion of the bridge change too. In one 
corporation, they're now sorting out their 
mandate and objectives. They have 
asked the OAG to delay or tailor the 
special examination until they resolve 
some basic issues. There may be a 
bridge without foundation! 


Adel Bishai: So the approach of 
staggering the special examination may 
not be very practical in the long run. 


Henno Moenting: It may be more 
costly and not more practical. 


Communications Technologies in 
Group 6: 


"Something One Can 
Really Get Hooked On!" 


by Crystal Pace 
EDP Co-ordinator, Group 6 


In the fall of 1985, OAG’s Executive 
Committee approved a new initiative: 
Audit Development in Automated 
Processing Technology (ADAPT). This 
is a big name but its short form best 
describes its aims. ADAPT is a series of 
projects designed to improve the quality 
and the cost effectiveness of OAG’s 
auditing work by adapting technology to 
the needs of the Office. 


To achieve these objectives, a typical 
audit group (Group 6) was chosen as a 
test site for new developments. The 
electronic tools needed by auditors 
were identified by a needs analysis 
study that involved the pilot audit team 
and were developed by the Information 
Technology Development section of the 
Computer Audit Group (CAG). 


Administration tools form one of the 
major areas being addressed by ADAPT 
and communications are an important 
part of this area. After all, 
communicating is OAG’s job. Its major 
product is the annual Report, and 
internal communications as well as 
communications with its auditees are 
the key to the success of that 
endeavour. In the past year, the OAG 
has significantly improved its ability to 
communicate through electronic means, 
and these results will soon be seen in all 
OAG work areas, whether in Ottawa, in 
the regions or in the field. 


A Local Area Network 
B The first local area network 

(LAN) dedicated to the use of 

an audit team was set up last 
fall in the Jackson Building. (LAN 
provides a short-distance link between 
computers, and a dedicated computer 
called a file server is used to run it.) 
There are now 54 staff members on the 
ADAPT01 file server and 14 more on 
the Computer Audit Systems file server, 
and they all use the same wire. This first 
LAN installation by ADAPT will be useful 
in determining the best way to serve 
other audit groups. 


LAN improves the efficiency of 
automated tools by making them 
simpler to use. At the OAG, it provides 
access to Office-approved software, 
hard disk space for any PC, the use of a 
laser printer, and a communications 
gateway for all users. A user-friendly 
menu system developed by 
Programmer-Analyst Johanne Blais 

and Head of Research Chris Warfe, 
under the supervision of Principal Larry 
Duff, eased its implementation. (A menu 
is acomputer program that provides a 
list of options to the users so that they 
can easily select what they need to do 
from it.) 


There are a number of libraries on the 
Jackson Building LAN. The Template 
Library contains forms, such as the 
annual appraisals, and special files, 
such as a macro (a preprogrammed set 
of instructions), for printing Lotus 
spreadsheets on the laser printer. All 
auditors can copy these forms and 
modify them, but they cannot be 
modified on the Library and are 
centrally controlled by Suzan O’Connor, 
the ADAPT LAN administrator. 


Audit Office bulletins and News from the 
Executive Committee are filed in the 
News Library. This reduces the amount 
of paper required for printing bulletins 
while keeping them at the finger tips. 
The latest bulletin is only a key stroke 
away. ADAPT LAN users don't need 
paper and the information they want is 
always available. 


Another important computerized source 
of reference in the ADAPT libraries is 
the complete set of discussion papers. 
Auditors can print discussion papers in 
part or in their entirety, or they can print 
two pages today and then two other 
pages tomorrow. The choice is theirs. 


Special libraries can also be set up for 


audit teams. For example, the Revenue 
Canada team members now share files 
to track their progress on an audit. They 
can post their own work, which 
becomes immediately available for 
review by other members of the team. 
Audit programs, staff scheduling plans 
and sample control sheets are also 
currently available on the team library. 


Electronic Mail 
Of course, electronic mail (E- 
mail) has been the most 


exciting development. Studies 
of communications and electronic mail 
software packages and facilities were 
conducted last summer. They resulted 
in the installation of network terminals 
on the Envoy-100 electronic mail 
system. 


Envoy, a product of Telecom Canada, 
enables auditors to send messages to 
other users via telephone lines. 
Messages are stored in the Envoy 
computers and are available 24 hours a 
day. Envoy is hooked up to Timenet 
and Telenet, the major communications 
carriers in the U.S. This means that the 
OAG can send messages anywhere in 
the world. Time zones are no barrier 
and telephone tag can be avoided. 


Envoy service is available from any 
computer with a modem. To read their 
mail, many OAG staff members who 
have computers at home dial in to 
Envoy before they leave for work in the 
morning or when they return home. The 
principals in Group 6 have been 
provided with Toshibas and modems, 
which allow them to work at home. 


An Envoy telephone messaging centre 
has been set up at the Jackson 
Building. The receptionist posts 
messages directly to staff members in 
the field and at the Jackson Building, 
who can dial up Envoy and retrieve 
messages at their convenience. They 
can also communicate directly with 
other departments. (Most departments 
have an Envoy terminal-there are 3,500 
government users on Envoy and 55,000 
general users in Canada alone.) The 
quick response to a message sent 
electronically rather than through the 
mail is something one can really get 
hooked on! 


By the time you read this, ADAPT’s 
next project-linking up the regional 
offices and the Ottawa satellite 
offices-may well be complete. Some of 
this year’s annual Report chapters could 


reach Ottawa by electronic mail. 


Although Envoy was successfully used 
by Group 6, the ADAPT group faced a 
couple of problems with it. The format 
of Envoy files did not allow French 
characters or the use of word 
processing packages for the transfer of 
documents to other users for edit and 
review. It is also a command-driven 
system, which required auditors to 
memorize a certain number of 
commands. 


To make the communications facilities 
easier to use, CAG’s Information 
Technology Development section wrote 
a communications package that also 
acts as a front-end processor to 
Envoy. All Envoy commands are now 
available in a Lotus-like menu and 
conversion to and from WordPerfect 
(Our current word processing software) 
is done automatically. Any file can be 
transferred using OAG-Mail without the 
loss of special characters, such as the 
French accents. Principal Larry Duff 
gave version 1.0 of OAG-Mail a good 
test when he broke his right arm. He 
really heated up the wires with his 
E-mail messages to all of us, while 
confined to a left-hand use of his home 
computer. 


A LAN Gateway 

A LAN gateway was 
successfully installed on the 
ADAPT network. It allows all 
terminals on the network to use one 
communications software package and 
one modem to link up to the Datapac 
network, the high speed national data 
carrier run by Telecom Canada. The 
gateway allows 10 concurrent sessions 
and assembles data in packets to be 
sent over a dedicated line to Datapac at 
speeds 10 times greater than over a 
regular telephone line. The high speed 
of this data transfer allows the 10 
concurrent sessions to service 30 to 40 
individuals—a very efficient use of 
equipment! 


Testing the Mitel 
SX-2000 System 

The variety of telephone 
systems is one of the 
difficulties encountered in electronic 
communications. At the Jackson 
Building, such communications work 
well because all employees use the 
same dedicated line via LAN. Hooking 
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up electronic communications at 240 
Sparks required some investigative 
programming and testing of the data 
capabilities of its Mitel SX-2000 

system. The OAG was one of the first to 
use the data capabilities of this system. 


Data Transfers to TRACS 
ADAPT was also interested in 
talking to TRACS, the Office’s 
time reporting and contract 
system. Last year, files were 
successfully transferred from an IBM 
PC to the MAI computer operated by 
OAG’s Comptroller Group. 


The next step is to establish a 
communications facility and a procedure 
where time sheets could be entered 
from any remote site. A user-friendly 
front end similar to OAG-Mail would 
allow users to enter their time sheets 
directly. The ideal system would have 
an on-line remote enquiry capability, 
which would serve the needs of 
managers far better than the current 
system. All reports would be up to date 
rather than several weeks old, and ad 
hoc reports could be requested from 
any audit location. 


Another major ADAPT project is Audit 
Pro, which would enable auditors to 
create, review and execute audit 
programs and to prepare and review 
working paper files electronically. 
Computer Audit Systems Manager Mark 
O'Connor, who developed Central Data 
Selection, is working on this very large 
project. One of the proposed features of 
Audit Pro will be the capacity to provide 
automatic time-logging facilities that 

will link in to TRACS so that the 
preparation of time sheets will partly be 
an automatic by-product of electronic 
working paper files. 


Databases 

Manuals of various shapes and 
sizes, such as the regulations 
published by the Department of 
Supply and Services and Treasury 
Board, and OAG’s internal manuals and 
audit guides, are one of the prime 
sources of information in auditing work. 
Wouldn't it be great if auditors always 
had them at their finger tips? Auditors of 
Crown corporations could also need 
access to other databases, such as the 
Canadian Financial Database, which 
publishes the financial statements of 
public companies. 
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Access to external databases was the 
subject of a study conducted last 
summer. ADAPT found that these 
databases were costly and difficult to 
use because they are command-driven 
systems. They will require the 
development of user-friendly software 
that will allow auditors to build their 
query while they are off-line and use 
expensive connect time to do the 
search only. The ADAPT group hopes 
to develop a prototype system in the 
coming year. 


Storyboard Presentations 
PC Storyboard, a software 
package that can be used on 
an IBM PC to create images 
and text for presentations, is another 
form of communication used by 
auditors. Storyboard, which is quickly 
becoming the OAG standard for 
effective presentations, is an easy to 
use, Menu-driven system that can be 
mastered by auditors in a weekend. 
Users do not have to be artists to create 
exciting presentations, as many 
graphics are included in the package. 


What the Future Might 
Bring 

The future of electronic 
communications certainly looks 
exciting. In the last year, we have seen 
systems that record voice messages in 
digital form and integrate those into 
documents. Comments on an article 
could be captured without the keyboard 
interface and played back to someone 
else in one’s own voice. At present, this 
requires a large storage space. It takes 
about one half megabyte to store one 
minute of voice and OAG’s largest hard 
disks can only handle a total of 240 
minutes of voice. However, storage 
media are improving every year. The 
latest technology allows storage of up to 
800 megabytes on a disk similar to the 
compact disk used for records. Voice 
technology will certainly be around in 
the future. 


Another advance is digital telephone 
networks that allow multiplexers to be 
set up so that data from a variety of 
sources (voice, databases, videotext) 
can be sent and received simulta- 
neously at high speed. A demonstration 
project operated by Pacific Bell, in 
California, services 200 customers. The 
number of legislative changes required 
for the adoption of this technology by 
other telephone networks will delay its 
appearance on the market, but it will 
certainly be here in the 1990s! 


Ea 


Hula Hoops, Pet Rocks 
or the Next Colour TV? 


by Nancy Murphy 
Principal, Reports Group 


This article is not my usual litany on 
writing reports. There’s nothing here 
about having to measure annual Report 
chapters against reporting criteria and 
the Fog Index, no discourse about 
writing clear, concise, straightforward 
and easy to understand reports for 
members of Parliament, no admonitions 
that recommendations in annual Reports 
must flow logically from observations, 
no words about reporting being an 
integral part of auditing—none of that. It’s 
all true, but it's not here. 


This article is about the different ways 
we'll be getting our messages across in 
the future. Right now, our Reports are 
witness to the fact that we've developed 
good techniques for saying things well 
on paper. We'll be using all those skills 
and learning others when we start taking 
new approaches to conveying our news. 
The two-pound Report won't disappear 
overnight, but we can be pretty sure that 
it won't be around forever. 


Good reporting and good storytelling 
are much the same. | think our annual 
Reports, and all the other information 
we provide to the House of Commons 
and to others, will be enhanced—and 
eventually replaced-by things that have 
become part of everyday storytelling: 
radio, television, video cassette 
recorders, computers. All the hackneyed 
adages about the electronic revolution 
aside, it’s electronics that we're dealing 
with, not down the road, but right now. 


| don’t believe that the "paper report" 


will die away; | think that, in the 
immediate future, it's going to be even 
more important than it is now. It will take 
time for readers to become so computer 
literate (and so happy to be computer 
literate) that they won't need or want 
books. People still like to read things 
printed on paper. But paper reports 
won't look like they do now. There's 
been an electronic revolution in the 
publishing business too: desktop 
publishing, tape-to-pages production, 
pages-to-pages production, new 

binding techniques, new photographic 
techniques, computers that talk to 
editors who in turn can talk to running 
presses. 


Many organizations that churn out 
words on paper are turning to desktop 
publishing to lower the costs of 
producing and publishing newsletters, 
newspapers, books, reports and almost 
anything else that’s designed to be 
read. And the OAG is moving in the 
same direction. 


Words on Paper: 
Publishing on the 
Desktop 


Desktop publishing is a 
favourite topic among people in the 
business of writing. It’s a powerful tool 
and one that small and large 
organizations alike are clamouring to get 
their hands on. Unfortunately, some 
vendors of computer software and many 
of the clamourers are using the term to 
mean anything from word processing 
programs that show you actual 
underlining on the screen to printers 
that let you use fifteen different type 
sizes all on one page. That’s not so. 
Desktop publishing is a page layout 
program that gives the person using it 
control over the placement, size and 
look of text, headlines and graphics. 
Picking up data from other systems, a 
person using desktop publishing 
software can design a whole document 
on the screen and print out a camera- 
ready copy, usually on a laser printer. 
It's powerful stuff. 


The equipment we use now to produce 
the camera-ready version of the annual 
Report has all the features of desktop 
publishing. In fact, it’s superior to the 
desktop approach. Using networked 
computers, we integrate text and 
graphics, design and lay out pages, 
command various type sizes and 
weights, order the widows and orphans 
to be gone, and come out with a typeset 
version that’s ready to send to the 


printer, either in camera-ready copy or 
through a modem. This equipment does 
its job very well and, operated by highly 
trained and experienced people, it does 
it in a variety of languages, formats, 
layouts and styles. It’s sophisticated, 
powerful—and expensive. 


The big difference between this kind of 
computer publishing and desktop 
publishing is that, with desktop software, 
the user handles all these design and 
layout aspects of publishing using a 
personal computer. And what you see 
on the screen is what you get on 
paper-WYSIWYG (pronounced 
wizzywig). What you get right now, 
though, is called "near typeset quality” 
(it's usually 300 dots per inch compared 
to 2500 dpi on typesetting equipment) 
and it’s not ready to handle things like 
the annual Report. Still, it can provide 
friendly and relatively inexpensive 
programs to make short documents 
(well under 100 pages) look really good. 


In a lot of ways, this makes people 
nervous. It’s like putting a horse and 
Carriage driver in a Porsche and 
pointing out the gas pedal; it’s teaching 
someone words like pica, em dash, r/v, 
Helvetica and half-title, and letting 

them loose to revise the Bible by typing 
it straight into good. | get visions of 
people emerging from their offices and 
cubicles waving monsters of design and 
layout and yelling, "This is like modern 
art. | don't understand it but | sure know 
what | like!" 


One of the best things about desktop 
publishing software is that some of the 
best designers and layout artists have 
had a hand in setting up the programs. 
The software offers a variety of set 
formats developed by design experts 
who know why it’s best to set type in a 
particular size and weight, how to 
ensure the integrity of graphics, and 
what kinds of page layouts, headlines, 
subtitles and combinations of graphics 
and photographs are likely to get people 
to read what's produced. Desktop 
publishing permits users to create their 
own page layouts, to put photos and 
graphics where they want them on one 
page and throughout a whole document. 
The software has been designed to help 
people make good design decisions and 
avoid creating ugly documents. 


We're on the mezzanine right now in 
terms of using desktop publishing 
software and techniques in this Office. A 
few weeks ago, we were in the 


basement; by the time this article’s in 
print, we'll have moved higher in terms 
of what we know about this whole 
business. We’re starting to experiment 
with some desktop publishing packages 
to find out what’s best for the Office of 
the Auditor General. We know we need 
software that will do its work in both 
English and French, and we know that 
everyone using desktop publishing 
software will have to learn how to 
operate in both languages. There are 
lots of potential applications in our 
Office. Management letters and project 
reports. Course materials. Audit guides. 
Opinions. Notices, newsletters, 
brochures. As more powerful software is 
developed and more organizations start 
using desktop publishing, prices go 
down, the number of applications goes 
up and people come to know the 
happiness of "owning the printing 
press”. 


One of the difficulties in owning the 
printing press is knowing what to do 
with it once you've got it. There will be a 
good deal of learning to do, but we're 
on our way 


A recent article in PC Magazine, 
"Desktop Publishing Without Hype”, 
says that "ever since Gutenberg, 
publishers have been looking for a 
better, cheaper, faster way to get words 
and pictures on paper.” Desktop 
publishing is beginning to make some 
promises along these lines, and there's 
every indication that the promises will 
be kept. The print medium will take on a 
new look and we’ll be able to do things 
better, cheaper and faster. Not 
tomorrow-but probably the day after. 


Words on Tape: The 
OAG and the Video 

How do you get people to sit 

down and read a message 
that’s printed on 700 pages in a book 
that weighs over two pounds? No small 
task. We think the messages in our 
annual Report are important, and the 
ideal thing would be that as many 
members of Parliament as possible find 
out what we have to say. But much of 
our audience has little time to devote to 
reading details. | think we'll be using a 
lot more video reporting to get our 
message across over the next few 
years. This isn’t a "future trend"; we're 
doing it now. In 1986, we piloted a 10- 
minute video on one annual Report 
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chapter-the Veterans Affairs 
Portfolio-and got a positive response 
from the members of the Public 
Accounts Committee and the other 
members of Parliament who saw the 
video. They want more. 


Just as publishing audit evidence 
photographs was considered well nigh 
impossible five years ago, video 
productions of annual Report material 
were thought to be pretty unlikely just 
one year ago. But we did it anyway and 
we're doing more for 1987. It’s an 
exciting move and not an easy one. 
First we take an audit that’s been one or 
two years in the works and boil down 
several yards of files and findings, 
photographs and graphics into a 20- 
page annual Report chapter setting out The video camera’s eye turns to all aspects of OAG work-from a meeting of the 
for members of Parliament those Executive Committee... 

matters of significance that the Auditor 
General wants to draw to their attention. 
Then we take the chapter and write a 
two-page summary. Now we're going 
to take the summary and make a movie 
out of it. 


Like desktop publishing, this idea makes 
a lot of people nervous. Imagine the 
auditor-turned-director/producer 
capturing on film the life and times of a 
two-year audit. Feature members of 
Parliament being treated to a four-part 
mini-series on the systems in place in 
Department X to measure and report on 
the effectiveness of programs (where 
such procedures could appropriately 
and reasonably be implemented, of 
course). How do you turn the Opinion 
and Observations on the financial 
statements of Canada into good TV? It 
can certainly be done, but it won’t-and 
shouldn't-be competing with 
MuchMusic. 


Our goal is to present the annual 
Report’s main messages in a way that 
will help members of Parliament find out 
quickly what we’re reporting and where 
they can get more details. Any good 
video has to keep two groups in mind all 
the time-the one that’s good at getting 
the message by looking and the one 
that gets the message by listening. 
Commercial television pays lots of 
attention to both and the result is good 
video. (Whether it’s good programming 
is beside the point.) An example-if 
Friday night at 9:00 p.m. you pass the 
living room and hear the voice of Bobby 
Ewing, you know "Dallas" is on the air. 


Five annual Report chapters will be summarized on video in 1987 and eighteen 
chapters will be videotaped in 1988. 
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You don't have to see him, you only 
have to hear him to get an idea of 
what's going on. In the same vein, if the 
volume’s turned down and you see J.R. 
looking particularly evil, you know that 
he's likely hatching yet another 
nefarious plot. You don’t have to hear it, 
you only have to look. Good video 
allows you to do either, or both, and get 
the message. 


| think the process will be pretty much 
the same for our videos—even though 
we don't encourage the cult of 
personality or leave viewers hanging 
until next season to find out whether it 
was all a dream. We'll be trying to get 
people to look and listen to 10-minute 
videotaped summaries of annual Report 
chapters and to the Auditor General’s 
Opinion and Observations on the 
financial statements of the Government 
of Canada. That way, they can get the 
main messages from a video and then 
move on to read the well-written 

details set out in the annual Report. 


This is an exciting double-whammy 
approach to reporting. It allows us quick 
access to members of a large and busy 
audience through the OASIS computer 
system members of Parliament have in 
their offices. At the same time, MPs 
have our Report on hand so they can 
read the details and have the 
information necessary to ask questions 
and make decisions. 


Ideas in Incubation... 
= Desktop publishing and video 

are just two of the ways we'll 

be reporting in the 1990s. 
There are other ideas to consider too. 
Think about management letters and 
draft annual Report chapters being sent 
from personal computers in our Office 
to the screens of personal computers in 
departments and agencies. And video 
makes you nervous? We certainly have 
the technology to do screen-to- 
screen draft reporting, but how can we 
ensure that documents will be kept 
confidential? What about access to 
information issues? There are lots of 
questions but as yet not a lot of 
answers. 


There's a couple of pretty sure 
things—we’ll continue to report and it 
certainly won’t be boring. We've made a 
good start at thinking visually about our 
Reports and we'll have to keep at 
it-video graphics, spoken reports, less 
Paper, more news. It’s going to be 
exciting-it’s pretty exciting right now. 


Word and 
Information 
Systems 


by Halina Schofield 
Manager 
Word and Information Systems 


Word and Information Systems (WIS) 
provides the Office of the Auditor 
General of Canada (OAG) with various 
means of communications. Although, at 
a quick glance, the section’s different 
areas do not appear to have a great 
deal in common, a closer look reveals 
that their common denominator is the 
technical production of the annual 
Report. 


There are different ways of generating 
Report text. Usually, the initial text is 
either written electronically on a local 
microcomputer using word processing 
software or hand written and 
subsequently recorded in the Word 
Processing Centre. It is sometimes 
inputed on the micro and transferred 
through the Keyword 7000 System into 
the Xerox world for layout and 
typesetting. The Xerox 8010 
professional workstation can integrate 
graphics and text to produce camera- 
ready Report pages. Word and 
Information Systems is probably the 
grandaddy of desktop publishing at the 
OAG. Except for the photographs, WIS 
can set a page electronically and see 
the final product on screen. 


A single image can convey concisely a 
message that would require many 
words. WIS’s Graphics unit helps OAG 
writers to conceptualize thoughts into 
images that are easy to understand, use 
less space and captivate the 
imagination of the viewer. 


The yearly staff briefing on the annual 
Report is a good example of technical 
information presented in a very 

palatable manner. WIS's Audio-Visual 
unit provides the polish and drama for 


this event. Chapter authors convey the 
information contained in the Report of 
the year via audio-visual aids that allow 
them to present their findings concisely 
and accurately. In 1986, for the first 
time, presentations were illustrated by 
texts and images that had been created 
on a microcomputer and were projected 
on screen by a video projection gun. 


The Office has some of the best 
technology on the market and is 
constantly updating its electronic 
equipment. WIS can help its clients to 
communicate ideas and thoughts in 
many different ways—with words and 
images that are shown on 
transparencies and 35 mm slides, 
recorded on a microcomputer’s 
magnetic disk and displayed on a large 
screen, or videotaped and projected on 
a colour monitor or screen. Advanced 
technology has been and is of great 
help to the WIS staff members who, in 
turn, are able to provide high quality 
service to the Office of the Auditor 
General of Canada. 


The Word Processing 
Centre: 


Sixteen Annual 
Reports Tallied 


by Cecile Swerdfager 
Supervisor, Word Processing Centre 


There are many areas and means of 
communications throughout the Office 
of the Auditor General and the Word 
Processing Centre is certainly one of 
the Office’s key channels of 
communications. Word processing is an 
operation by which information is 
transformed into a typewritten or printed 
form. A word processor can produce a 
wide variety of documents. 


Going back in time to the first OAG 
word processor is like going back to the 
beginning of time. Approximately 16 
years ago, OAG’s first word processor, 
a computerized typewriter called the 
Administrative Terminal System (ATS), 
was used to key in and edit the 1971 
annual Report. Text was entered on the 
ATS terminal and transmitted, through a 
telephone connection, to a computer 
located at the printing firm, where it was 
stored, set and printed. This system 
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was also used the following year for the 
production of 1972 annual Report. 


The development of electronic digital 
minicomputers during the 1970s gave 
rise to faster word processing systems. 
In 1973, the Office bought the IBM 
Executive Il electronic typewriter, the 
first word processing equipment to use 
magnetic cards for storage. With this 
equipment, which required changing the 
elements to obtain bold and italicized 
characters, the Office was finally able to 
produce camera-ready copy. As more 
and more documents were produced for 
special projects throughout the Office, 
this deluxe typewriter proved to be very 
good and was consequently used to 
produce the 1973 and 1974 annual 
Reports. 


Then, for the 1975 Report, the Office 
tried something new. Through the use of 
an Alphatext computer terminal, the 
Report chapters were converted from 
IBM magnetic cards to ATS and were 
sent to the printing firm, through a 
telephone connection, for typesetting. 
The set copy was returned by courier to 
the Office, where it was cut and pasted. 
The camera-ready pages were then 
printed and bound externally. 


By 1976, word processing technology 
was really on the move. With an impact 
almost as powerful as that of the 
invention of the wheel, the daisy 
printwheel came on the market, 
producing printouts much faster than 
ever before. The Office was now using 
the Xerox 800-an electronic typewriter 
and a dual station controller using 
magnetic cards. 


It was at this time that the Office 
established its first Word Processing 
Centre and equipped it with four Xerox 
800s and several electric typewriters. 
The 1976, 1977 and 1978 annual 
Reports were entirely produced in- 
house on the Xerox 800, which created 
Camera-ready copy in a very 
professional way. The word processor 
allowed for right-hand justification, 
bolding without printwheel changes, 
different print styles, proportional 
spacing, and 10 and 12 pitch. Because 
of the dual card station, revisions to 
documents were no longer a 
cumbersome task and major edit 
projects were handled easily. The Word 
Processing Centre was by now 
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Anny Lelievre (seated), Yvonne Pratt, Louise Beaupré, Supervisor Cecile 
Swerdfager and Carmen Moore are part of the Centre’s word processing team. 


Technical Resources Assistant Liz Dowd, Wendy Bannister and Sylvie Magnan 
operate two of the Office's Xerox 8010 professional workstations. 


Liz Dowd ts displaying some of the desktop publishing features of the Xerox 8010 
professional workstation. 


Sylvie McDonald and Johanne Dicaire staff WIS'’s Microcomputer Applications 
unit. 


Lorraine Maheux-Paquet (seated), Manager Halina Schofield and Supervisor 
Dave Hansen are photographed in the edit, dubbing and production room. 


Judith Whitemarsh, Giséle Wand, Supervisor Art Routliffe and Paul Michaud staff 
the Graphics unit. 


processing many types of documents 
for distribution throughout the Office. 


Word processors, high speed printers 
and auxiliary storage devices, such as 
magnetic cards and diskettes, became 
staple equipment for the fast retrieval 

and storage of information. 


In 1979, the Office began using the 
Xerox 850, which featured a full page 
screen display, a dual station controller 
using floppy diskettes, and a printer with 
an automatic page feeder. Revisions 
and edit were done faster and more 
efficiently. For example, text moved 
down automatically when additional text 
was inserted, and reformatting and 
pagination were all done automatically. 
This word processor, through the use of 
codes, allowed information to be 
produced in multicolumnar format. This 
enabled WIS to undertake the annual 
production of OAG’s financial 
statements. All typewriters in the Centre 
were eventually replaced with Xerox 
850s. 


By 1981, with the arrival of the Xerox 
860 information processing system, a 
whole new techological era was under 
way in the Office. 


At present, the Word Processing Centre 
is a sophisticated computerized network 
of information processing equipment. It 
provides the OAG with efficient means 
of keying, editing and storing 
information and, consequently, of 
producing a vast array of documents. 
Laser printers and file servers-the most 
modern means of printing and storing 
information—are now extensively used in 
the Word Processing Centre. Through 
an efficient use of network facilities and 
software, documents can be transmitted 
to a word processor, queued to a laser 
printer and distributed within minutes. 


Through a modem, the OAG 
communicates with its Montreal, 
Edmonton and Vancouver regional 
offices. Information can be transmitted 
directly and rapidly across the country. 


The Word Processing Centre is in the 
process of implementing a new 
microcomputer-based word processing 
system. Xerox 6068s compatible with 
IBM PCs are being installed and they 
will allow an even greater flexibility in 
the manipulation of information. 
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The Xerox 8000 Local 
a Area Network: 

The Grandaddy 

of Desktop 


Publishing 
at the OAG 


by Liz Dowd 
Technical Resources Assistant 


OAG’s first local area network (LAN) 
was installed in the Word Processing 
Centre in April 1982. Its components-six 
Xerox 860 information processing 
systems, one 29mb electronic file 
server, one laser printer and two Xerox 
8010 professional workstations—were 
attached to a seemingly endless 
Ethernet cable strung from floor to 
ceiling throughout the Centre. One of 
the two workstations was dedicated to 
computer graphics and the other to 
electronic typesetting. The Xerox 860s 
were, and still are, the input 
workstations. 


LAN’s first major task was to produce 
the 1982 annual Report of the Auditor 
General to the House of Commons. 
When the Reports Group decided that 
the Report’s chapters were "ready to be 
sent to Star", they were transferred, 
through the Ethernet cable, from the 
860 information processing system to 
the 8010 professional workstation (Star). 
There, the text was converted to a new 
format and set. At the same time, an 
editor was supplying Report charts and 
graphs to the computer graphics 
workstation, where they were produced 
and edited. The graphics were then sent 
electronically to the typesetting 
workstation and integrated into the 
Report text. 


A time study done after the second 
chapter of the 1982 Report was set 
established that the typesetting of a 
single page took nine minutes. A rough 
calculation showed that, at that speed, 
the camera-ready copy of the Report 
would not be ready until March 1983-six 
months past deadline. The Star system 
administrator pooled her resources, 
committed herself to cutting the learning 
curve and the typesetting time per page 
by half, and succeeded in producing the 
1982 Report on time! 
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It was soon established that the in- 
house publishing facilities of the Word 
Processing Centre needed to be 
expanded before the next annual Report 
was due. A laser printer and two 8010 
workstations were added to the existing 
equipment; an 80mb file server 
increased on-line storage; the 

remaining 860s were linked to the 
network and the seemingly endless 
string of cable was buried in appropriate 
floor channels. 


The Ethernet cable is now strung on 
three floors. A number of Xerox 860s 
and Xerox 16/8 microcomputers located 
on the 11th floor are resident on LAN 
and they are used to input and transfer 
text to WIS, on the 9th floor. The 
Secretary of State translators have been 
equipped with Xerox 16/8s and a fully 
bilingual and compatible software that 
allows the transfer of French text 
through the network. This feature alone 
has saved Word and Information 
Systems endless hours of rekeying 
translated documents. 


At present, the 8010 professional 
workstations acquired for LAN have 
produced laser-printed camera-ready 
copy for five annual Reports. This in- 
house production has several 
advantages. The Report is kept under 
tight security and its production costs 
have been reduced since graphics and 
text are integrated on site rather than at 
the printing firm. Proofs are produced 
with greater flexibility and the endless 
hours required for rekeying and for 
proofreading the galleys, proofs and 
blueprints of rekeyed text are 
eliminated. 


Most of OAG’s major publications, such 
as the Report of the Auditor General to 
the House of Commons, Opinions, and 
the Federal Government Reporting 
Study, as well as most of its brochures, 
questionnaires and in-house publica- 
tions have been produced on the Xerox 
8010 professional workstation. 


Microcomputer 
Applications: 


A Challenge 
Well Met 


by Line Lacombe-Laurin 
Programmer-Analyst, Audit Operations 


When the Office acquired 
microcomputers for its employees, 


Word and Information Systems (WIS) 
was faced with a new challenge-how to 
communicate with different equipment 
and avoid rekeying data. That challenge 
became the mandate of a new WIS unit, 
Microcomputer Applications, set up in 
July 1985. 


At that time, the Office already had 
several Xerox 16/8 and Hyperion 
microcomputers, Xerox 860 information 
processing systems and Xerox 
professional workstations resident on 
the Ethernet network. This enabled 
auditors to enter their respective annual 
Report chapters on their micros for later 
processing by WIS. 


Microcomputer Applications soon 
successfully transferred information 
between a microcomputer and a 
dedicated word processor through a 
Xerox 16/8 linked to the Ethernet 
network using a shared interface unit 
and the software Xerox Network 
Services (XNS). WIS had the option of 
transferring English data from Wordstar 
to Xerox 860, from Xerox 860 to 
Wordstar and from Xerox 860 to ASCIl. 
Consequently, the next step was to 
hook up all Office 16/8s to the Ethernet 
network. 


As OAG employees became proficient 
micro users and as the Office acquired 
IBMs and IBM clones, Microcomputer 
Applications undertook to hook up IBM 
equipment to the Ethernet network to be 
able to convert text. A 3Com board was 
installed on the IBM PC and the XNS 
software was used to transfer data. Text 
could now be converted from IBM 
Wordstar to Xerox 860 and from Xerox 
860 to IBM Wordstar. The OAG was the 
first Ethernet installation to link an IBM 
PC to the network in Canada. 


Unfortunately, there was a little 
problem—Microcomputer Applications 
could not convert French text. 
Consequently, the Office adopted a fully 
bilingual word processing package 
called Word Wand, and Sussex 
Informatics Limited developed a 
software called Babel. It converts both 
English and French text from IBM Word 
Wand to Xerox 860 and vice versa. 


Some employees who had Xerox 16/8s 
as their first microcomputers were 
replacing them with IBMs. As a result, 
WIS was mandated to relocate the 16/8s 
with new users. Three of these 
microcomputers were given to the 
translators, who were then trained on 


Impressions, a fully bilingual software 
with conversion facilities to the Xerox 
860. This move proved to be a great 
time saver as all translations into 
French, from then on, did not have to be 
retyped in the Word Processing Centre. 


The latest WIS acquisition is Keyword-a 
conversion medium for pairings of 
software. At the moment, Xerox 860 to 
WordPerfect, WordPerfect to Xerox 860, 
IBM Displaywriter to WordPerfect, 
WordPerfect to Displaywriter and 

Micom 3001 to Xerox 860 are available 
pairings. 


Interchanging information between 
different media is a major concern for 
the OAG. By investigating and trying out 
new techniques, the Microcomputer 
Applications unit, staffed by Johanne 
Dicaire and Sylvie McDonald, is 
providing a highly commendable 
electronic conversion service. 


ee Graphics: 
On the Road 
to the Future 


by Art Routliffe 
Supervisor, Graphics 


OAG’s Graphics unit was established in 
1975-its sole employee was asked to 
design the floor plans for OAG’s new 
offices at 240 Sparks. Gradually, floor 
plan work gave way to creating 
telephone, electrical and office partition 
plans and staffing floor plans, as well as 
updating all of these. The "staff artist" 
also began doing some design work, 
when time allowed. This included the 
design of a cover for the Office 
telephone directory and artwork for a 
variety of other in-house publications. 


Until the unit became known throughout 
the Office, Graphics functioned mainly 
as a tool of the Administrative Services 
Branch. Designing manuals, pasting up 
camera-ready copy and providing 
advice on printing matters were part of 
its workload, which gradually expanded 
to include the preparation of 
organization charts, flip charts and 
overhead presentations. 


As the responsibilities of the Graphics 
unit grew-they eventually included work 
on the annual Report-other requests, 
from building scale models to producing 


fifteen-foot-long flow charts, were 

also being filled. Contemporary 
technology replaced the manual 
production of charts and graphs but, as 
the unit's speed, quality and revision 
Capabilities grew, so did the complexity 
of the charts and the quantity of work. 


At present, four full-time staff 

members fill hundreds of requests 
annually and seek innovative ways of 
improving their level of service. Art 
Routliffe is the unit's Supervisor; Paul 
Michaud ts its Graphics Illustrator, and 
Judith Whitemarsh and Gisele Wand are 
Graphics Assistants. 


Art, as the Supervisor of this creative 
group, provides advice on all areas of 
graphic work and makes sure that the 
needs of the Graphics clientele are met. 
Art’s forte is the drawing of cartoons 
and caricatures. Paul’s experience and 
talent cover a variety of art media, from 
airbrush to plexiglass construction. 
Judith and Giséle can be called upon for 
advice on layout, format and choice of 
material, and will provide clients with the 
graphics that best suit their needs. Art 
and Paul provide advice and assistance 
with cartoon design, presentation 
graphics or camera-ready artwork. 


Graphics produces flow charts, 
organization charts, data flow diagrams, 
presentation graphics and specialized 
text. The artists design rough or 
camera-ready artwork and offer 
general consultation services. 
Schematic drawings are generally 
produced on the Xerox 8010 
professional workstation. Graphics’ Star 
operators change rough sketches and 
raw information into charts, graphs or 
diagrams for reports and presentations 
or just into working models for audit 
teams. Business forms, log sheets, 
questionnaires and newsletters are also 
produced on Star, as are most of the 
Office’s special graphics needs. All work 
produced on Star is kept in the 8010s’ 
archiving and back-up systems. This 
way, material up to several years old 
can be recalled and updated quickly 
and accurately. 


Graphics’ latest acquisition is an IBM 
PC AT using Storyboard and Paintbrush 
software for the production of colour and 
motion presentation material. Auditor 
General Kenneth Dye used Storyboard 
to highlight his opening speech at the 
1986 staff briefing on the annual Report. 
Obviously, colour and motion are the 
way of the future! 


ca Audio-Visual Services: 
Say It With 
Video! 


by Lorraine Maheux-Paquet 
Audio-Visual Technician 


Audio-Visual Services (AV) was added 
to the list of OAG administrative 
services seven years ago. Technicians 
Dave Hansen and Lorraine Maheux- 
Paquet provide and maintain the audio 
and video equipment required in 
conducting professional development 
courses, meetings and various other 
OAG presentations. 


Lorraine and Dave provide expert advice 
to all staff members who are planning 
an audio-visual presentation and will 
assist in its actual production, from the 
small-scale project to the full multi- 
image projection with sound track. They 
also videotape current affairs programs, 
important newscasts and the daily 
deliberations of the House of Commons, 
which are kept on file for one week. 


AV stocks a variety of electronic 
equipment, including microphones, 
tape-recorders, 16 mm projectors, 
video cameras, slide projectors and a 
colour projector for computers or video 
recorders. It has recently acquired a 
colour video projector, the Sony VPH- 
1030Q1, which can project a 72" or 
100” high resolution image produced by 
video tape recorders, video cameras, 
televisions or microcomputers. 


In January 1987, an edit, dubbing and 
production room was set up for all OAG 
video productions. OAG’s Reports 
Group will produce videotaped versions 
of annual Report chapters and this new 
AV room will enable the in-house 
production of five chapters in 1987 and 
eighteen in 1988. Lorraine Maheux- 
Paquet staffs the video room and she 
has already been asked to produce 
several videotapes. The 1987 video 
production of Report chapters is 
expected to begin at the end of July. 


The audio-visual technicians research 
all new AV equipment that could be 
useful to the Office. Observations and 
information on equipment now available 
on the market are kept on file. 
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Work on the 1987 Report of the 
Auditor General to the House 
of Commons is progressing 
according to plan. Two Report 
chapters will contain the findings of 
government-wide audits: the Financial 
Management and Control Study, and a 
study on the Senior Management 
Category. Other chapters include audits 
of the Canada Employment and 
Immigration Commission, and of the 
departments of Agriculture, Energy, 
Mines and Resources, External Affairs, 
National Defence, Supply and Services, 
National Health and Welfare, and 
Transport. There will also be six special 
audits and a chapter on the follow-up 

of previous years’ recommendations. 


The following article appeared 
in La Nacion, a Costa Rica 
_ newspaper, on 9 February 
1987. The officials mentioned 
are Deputy Auditor General Ed Rowe 
and GAO’s Francisca Garcia. 
Officials from the Office of the Auditor 
General of Canada (OAG) and the 
General Accounting Office of the United 
States (GAO) are in Costa Rica to study 
the possibility of a co-operative effort 
between supreme audit institutions 
announced the Comptroller General of 
the Republic, Rafael Angel Chinchilla, 
upon the delegates’ arrival. He 
explained that the visitors are promoting 
a program to improve the training of 
human resources in all supreme audit 
institutions of Latin America and are 
also analysing the possibility of 
developing training systems with the 
assistance of the audit institutions of the 
countries they are visiting. 


The senior managers, who arrived in 
Costa Rica last Saturday and will leave 
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the country next Wednesday, will visit 
the Office of the Comptroller General of 
the Republic and the Institute of Public 
Administration of Central America, 
where they will study the feasibility of 
co-operative audit programs that would 
maximize available resources. Rafael 
Chinchilla stated that the programs 
should be developed cost effectively. 


He added that it is necessary to make 
optimal use of human resources tn his 
Office and see how it can assist other 


audit organizations in public enterprises. 
He also explained that such co- 
operation programs were in tune with 
the mandate of his Office, which is to 
improve the management of public 
funds. 


The annual general meeting of 
OAG’s Staff Association was 
held on 29 January 1987. 
Office employees appointed 
Gary Laviolette (President), Barbara 
Taylor (First Vice-President), Raynald 
Charest (Second Vice-President), 

Dan Duguay (Treasurer), Claudia 
Lawrence (Secretary), Laurent Lupien 
(Editor) and John Turnbull (Member) 
to the Association’s Executive 
Committee. "Thank you for your support 
and stay tuned for another year of 
successful social events," commented 
Gary. 


The 1987 Executive Committee of the 
OAG Staff Association includes 
(seated) Raynald Charest, Barbara 
Taylor, Gary Laviolette, (standing) 
John Turnbull, Dan Duguay and 
Laurent Lupien. 


The Institute of Internal 
Auditors (IIA) presented Auditor 
General Kenneth Dye with an 
honorary Certified Internal 
Auditor degree following his keynote 
address on auditing tax expenditures. 
"Ken Dye’s scholarly address was 
brilliant and very well received," 


commented IIA President Peter Wilson 
in his note to Opinions. "Internal 
Auditing in Government" was the theme 
of the IIA conference, which was held in 
January, in Washington, D.C. 


Auditor General Kenneth Dye (centre) 
displays the Certified Internal Auditor 
certificate presented to him by IIA 
President Peter Wilson (left) as John 
Watsen, IIA’s Chairman of the Board, 
looks on. 


The Secretariat of the Treasury 
Board of Canada sent the 
following photograph and 
caption to Opinions: 


Smiles were the order of the day when 
the President of the Treasury Board 
and his counterpart from the Public 
Service Alliance of Canada (PSAC) 
signed a Master Collective Agreement 
covering 180,000 Alliance members. 
Treasury Board President Robert de 
Cotret and PSAC President Daryl Bean 
are seated, and Treasury Board 
Secretary Gérard Veilleux, Deputy 
Secretary Lou Tenace and PSAC Vice- 
President Albert Burke are standing. 


Principal Geoff Cockhill was 
a guest speaker at a general 

information session organized 

by the Ottawa Valley Chapter 
of the EDP Auditors Association. He 
discussed the nature, scope and 
potential of expert systems and covered 
a variety of concepts, including 
knowledge representation, symbolic 


logic, chaining, the inference engine 
component and the architecture of a 
typical expert system. In a live 
demonstration, Geoff consulted a 
prototype system he had created on his 
microcomputer. 


At its 12 March meeting, OAG’s 
Executive Committee approved 
the 1988 special audits. The 
work schedule, submitted by 
Assistant Auditor General Hector 
Millward and Principal Alan Gilmore, 
includes the audits of multisource 
subsidies, personal service contracts, 
specialized aircraft, authority- 

delegated legislation, fraud risk 
management and fraud reporting. 


Tanzania was the fourth 
country to be highlighted 
during the 1987 series of 
noon-hour talks by CCAF 
Fellows—on 3 February, Jonathan 
Ngowo provided an overview of his 
country’s economy, geography and 
political structures, and described the 
work of its national audit office. 
Mohamed Hadhoudi and Said 
Daoudi, auditors with Morocco’s Cour 
des comptes, delighted all with a 
colourful display of Moroccan crafts. 
Their presentation, on 10 February, 
concluded on a festive (and musical) 
note as they served Moroccan 
refreshments to their noon-hour 
audience. On 17 February, Anol 
Chatterji presented his country, India. 
Momodou Sisay followed suit on 24 
February with an interesting account of 
Gambia’s culture, economy and auditing 
program. On 3 March, Javed Nizam 
described Pakistan’s audit office-its 
Organizational structure, mandate and 
activities—as well as his country’s 
population, economy and culture. Saied 
Kadasah and Said Alghamdi, from 
Saudi Arabia, concluded the series with 
a slide presentation that focussed on the 
religious rites, urban centres and 
transportation infrastructure of their 
country. 


Jonathan Ngowo and Principal Peter 
Maertens 


Said Daoudi, Robert Lalonde and 
Mohamed Hadhoudi 


Anol Chatterji and Principal Henry de 
Souza 


Momodou Sisay and Principal Ross 
Buskard 


Javed Nizam and Principal Henno 
Moenting 


Saied Kadasah, Principal Cam Young 
and Said Alghamdi 


More than 40 OAG employees 
attended the Staff Association’s 
annual Open House on 26 
February 1987. President Gary 
Laviolette introduced this year’s 
Executive Committee and described the 
numerous social events on the 
Association's 1987 agenda. 


Executive Committee members (front) 
Dan Duguay, Claudia Lawrence, 
Raynald Charest, (back) John 
Turnbull and Gary Laviolette hosted 
the Staff Association's 1987 Open 
House. 
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The curling committee reports 
on the Staff Association's 1987 
Curling Extravaganza: 


As in previous years, OAG’s 1987 
Curling Extravaganza was fully booked 
weeks before the event. Eighty curlers 
contested the four division trophies and 
twenty-odd spectators either enjoyed 
watching the curling or became 
members of the evening’s "expert" 
photography and video crew. This first 
attempt at videotaping a Staff 
Association event worked suprisingly 
well and those who would like to view 
this spectacular video production can do 
so by contacting Diane Boyle. 


Ninety-five persons stayed for the 
post-game ham and beans meal and 
the awards presentation. This year 
again, the group of CCAF Fellows was 
well represented and Auditor General 
Ken Dye presented each one with a 
special curling memento. There were 
numerous "fun" awards. Bob Chen 
won the Crystal Broom Award, designed 
by Paul Michaud especially for the 
person who "tickled" the ice with the 
broom rather than sweeping it with a 
strong stroke. Ken Dye presented the 
FCA (Fun Curling Award) to CCAF 
Fellow Mohamed Hadhoudi. 


The last event of the evening, unknown 
to most, is clean-up and kitchen duty. 
Members of the last detail crew were 
Ken Dye, who tackled dishes with 
rubber gloves and dish brush, Bill 
Beaudoin, who handled the dish- 
sterilizing responsibilities, and Roger 
Durand, who supervised Ken. The 
curling committee is thankful for all the 
help received. 


Ken Dye, Carole Grant, Liz Dowd and 
Elwyn Dickson won the Marcel Ferland 
Trophy in the A Division. 
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Susan Stewart, Bill Comerford, 
Rosemary Wallbank and Dan Duguay 
won the Ken Dye Trophy in the B 
Division. 


Patricia Brunette, Ghislaine Turnbull, 
Claude Brunette and John Turnbull 
won the C Division trophy donated by 
Roger Durand (right). 


Kenneth Dye (right) was a witness 
at the 9 March 1987 meeting of the 
Yukon Public Accounts Committee 
(PAC). He was questioned on 
territorial audit findings by 
Committee members Bea Firth, 


Loretta Chen, Bob Grant, Beverly 
Bungay and Ken Morgan won the D 
Division trophy, also donated by Roger 
Durand (right). 


The Best Dressed Curler Award-a 
moose head hat-went to Bill 
Comerford. 


Norma Kassi, Willard Phelps 
(Chairman of the Yukon PAC), Jim 
McLachlan and Art Webster (left). 
PAC Clerk Missy Follwell and OAG 
Director Alan Beaton (centre) are 
assisting the Committee members. 


Lucie Croteau, Diane Boyle, 
E.. Chris Kelly and Lise Demers 

(the photographer) decided to 

mark Elwyn Dickson's 50th 
birthday with an impromptu celebration. 


Happy Birthday, Elwyn! 


Three representatives of the 
Korean Board of Audit and 


and 5 February 1987. 


Chairman Hwang Yung-Si (centre) is 
photographed with Auditor General 
Kenneth Dye (left) and Lung-Beh 
Jehung, First Secretary at the Korean 
Embassy in Canada (right). 


Six executive promotions were 
announced tn March. Don 

Young (Vancouver and 

Edmonton) was promoted to 
Assistant Auditor General. Al Dickens 
(Winnipeg and Regina), Barry Elkin 
(Audit Operations), Desmond Kimmitt 
(Professional Services) and Hugh 
McRoberts (Audit Operations) were 
appointed to the PX-2 level, and 
James Ralston (Audit Operations) 
became a Principal, level 1. Profiles of 
the six will be included in the next issue 
of Opinions. 


Inspection visited the OAG on 4 


The Career and Professional 
e. Development Group (C&PD) 

provides all OAG employees 

with the opportunity to 
participate in numerous in-house 


training and professional development 
activities. 


Principal John Zegers heads C&PD's 
Training and Professional Development 
group. Program Managers Basia Ruta 
(Auditing Methods), Jacques Maurice 
(Auditing Technologies and 
Procedures), Stan Kwapisz 
(Comprehensive Auditing) and Rita 
Gudziunas-Mankowski (Human 
Resources Management and 
Communications) are assisted by 
Project Leaders Guy Dumas, Louise 
Beauparlant, Claire Pelletier and 
Marion Smith. The Training group also 
includes Administrative Assistant Gilles 
Brousseau (Computerized 
Technologies and Procedures), Audit 
Trainee Program Co-ordinator Louise 
Dubé and Line Gorman (General 
Administration and Statistics). 


Once a training need has been 
pinpointed, a course committee is 
struck to review all aspects of the new 
course at the different stages of its 
development. When the course design 
is completed, the Training and 
Professional Development group invites 
a certain number of participants to a 
pilot course that will enable it to 
evaluate the course’s contents, format 
and teaching aids. If the pilot is a 
success, the group identifies qualified 
resource persons as instructors and it 
becomes a regular calendar course. If 
the required expertise is not available 
within the OAG, an external consultant is 
brought in on contract. 


The in-house training activities that 
comprise C&PD’s program are based 
on the work of the Office. All courses 
are tailored to the training needs related 
to the tasks that OAG staff members are 
required to perform. For example, the 
increase of computer use in the Office 
has brought with it the requirement to 
train employees in the use of specific 
hardware and software; appropriate 
courses are being designed and 
delivered in these areas. 


In order to facilitate individualized 
learning, the Training group plans to set 
up a Learning Centre where self-study 
courses, exercise books, cassettes and 
diskettes will enable employees to learn 
at their own pace and convenience. 


Administrative Assistant Gilles 
Brousseau and Program Manager 
Jacques Maurice 


Front: Project Leader Louise 
Beauparlant, Program Manager Rita 
Gudziunas-Mankowski and Project 
Leaders Claire Pelletier and Marion 
Smith 

Back: Project Leader Guy Dumas and 
Program Managers Stan Kwapisz and 
Basia Ruta 


Audit Trainee Program Co-ordinator 
Louise Dube, Line Gorman and 
Principal John Zegers 
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In mid-March, | appeared, with Deputy Auditors General 
Raymond Dubois and Ronald Warme and other members 
of my staff, before the Public Accounts Committee (PAC) 
to answer questions about the 1987-88 Estimates of the 
Office of the Auditor General. This was a new experience 
for us. Last year, our estimates were considered by the 
Standing Committee on Government Operations and 
before that by the Miscellaneous Estimates Committee; 
but, following a visit by PAC to the United Kingdom, 
committee members recommended to the House of 
Commons that my estimates be referred to their 
committee. 


As | said to the members of the Committee, | welcome 
the change. PAC reviews the single most important 
product of my Office-my annual Report; and it is logical 
that committee members should also review how we plan 
to use the money we are seeking for the following year’s 
work. 


Not only logical but very helpful. Members were able to 
challenge us on a number of continuing issues-how we 
choose what we are going to audit in a particular year; 
how we determine what is of sufficient significance to 
report to Parliament; how we define materiality for our 
attest work and significance for our value-for-money 
auditing; above all, how we measure the cost 
effectiveness of our auditing and control our own 
expenditures. Members of PAC showed great interest in 
Our current study—spearheaded by Kenneth Belbeck, 


Chairman of Stevenson Kellogg Ernst & Whinney-into the 
cost effectiveness of the OAG’s auditing work. The two 
hearings also gave me the opportunity of letting the 
Committee know about our work that is not reported in 
the annual Report-for example, our extensive auditing in 
Crown corporations and our international activities. 


The overall thrust of the members’ questions, which 
ranged over virtually all my Office’s activities, will be 
most valuable as we establish priorities for the coming 
year. The questioning was informed and penetrating. In 
Our answers, we attempted to match the in-depth 
quality of the questions. 


One thing is sure. Our estimates are certainly being 
handled by a knowledgeable committee. 


[al Ce ee 


| want to personally thank all of you who responded to 
our recent survey of the readership of Opinions. | wrote, 
in my letter accompanying the survey, that we were 
trying to determine the kinds of articles you find most 
useful and informative. Your replies have been very 
helpful indeed. A complete summary of the survey results 
appears in this issue. 


Rimuioulp 


Kenneth M. Dye, FCA 


Aideen Nicholson, MP Chairman of the 
House of Commons Standing 
Committee on Public Accounts and 
Member of Parliament for Trinity, spoke 
to the members of the Financial 
Management Institute of Canada on 22 
January 1986. The following summary 
of her address provides a timely 
overview of the history, mandate and 
activities of the Committee and of its 
relationship with the Office of the 
Auditor General of Canada. The 
address was delivered prior to the 
February 1986 reforms to the Standing 
Orders of the House of Commons, and 
Miss Nicholson's views on the impact 
of these reform measures, particularly 
on how they have affected the standing 
committees of the House, are set out in 
the next article. 


Upon tabling in the House of Commons, 
the Public Accounts of Canada and all 
Reports of the Auditor General of 
Canada are referred to the Public 
Accounts Committee for review. 
Traditionally, the Committee has spent 
about 90 percent of its time on the 
Auditor General's annual Reports but, 
recently, some areas in the Public 
Accounts of Canada have also been 
referred to the Committee for scrutiny. 


The Public Accounts Committee 
examines events after the fact and, 
through recommendations to the House 
of Commons, attempts to correct 
problems uncovered by the Auditor 
General. The Committee is primarily 
concerned with matters of economy and 
efficiency. While the wisdom of initiating 


. me 
Public Accounts Committee Chairman Aideen Nicholson (Liberal, Trinity) 
discusses a procedural question with PAC Clerk Richard Rumas. 


heise 


MPs Tony Roman (Independent, York North) and Gilles Grondin (Liberal, St- 
Maurice), members of the Public Accounts Committee, listen to the testimony of a 
witness during a recent PAC hearing. 


4 TEMOIN 
____WITNESs 


Assistant Auditor General Ron Thompson, Principal John Adshead, Auditor 
General Ken Dye and Comptroller General Michael Rayner lend their expertise to 
the members of the Public Accounts Committee during a PAC hearing on the 
Public Accounts of Canada. 


a particular program may have been 
strongly opposed by some members of 
Parliament, the Public Accounts 
Committee review will not revisit that 
debate but will focus on whether the 
decision was implemented with due 
regard for economy and efficiency. This 
non-policy orientation has helped 
create a relatively non-partisan spirit 
within the Committee. 


In Canada, as in any democracy, control 
of the public purse is the prerogative of 
Parliament, not of the executive. "No 
taxation without representation" is a 
well-known democratic dictum; it is 
equally important that the expenditure of 
those taxes be examined by the 
representatives of the people who pay. 


Taxpayers sometimes believe that 
government spending is wasteful, not 
related to the voters’ wishes, and not 
respectful of the fact that citizens work 
hard for the money that they pay in 
taxes. The more Parliament can show 
that government programs are being 
delivered with due regard for economy 
and effectiveness, the more people will 
support these programs, believing that 
they are getting value for their tax 
dollars. As Sonja Sinclair said in her 
history of the Office of the Auditor 
General, "Democracy may be in greater 
danger from internal collapse than from 
external enemies. Its survival in the long 
run may depend on its ability to 
regenerate itself, to prove that 
accountability and the supremacy of 
Parliament are not just words mouthed 
by politicians but part of the reality of 
government." 


The Public Accounts Committee works 
closely with the Auditor General. The 
members of Parliament who serve on 
the Public Accounts Committee rely on 
the Auditor General and his staff, who 
have the facilities and the competence 
to carry out detailed audits. The Auditor 
General, in turn, depends on an active, 
vigorous Public Accounts Committee 
and on the support of the House of 
Commons to overcome departmental 
resistance to scrutiny and to making 
changes. 


The Auditor General, it should be noted, 
reports to the House of Commons, not 
to Cabinet. 


The first Auditor General was appointed 
in 1878. There has always been 
agreement that the Auditor General 
should examine the Public Accounts of 


Canada and report to Parliament; but, 
over the last 100 years, there has been 
considerable disagreement about the 
scope of the Auditor General’s 
investigative powers and the extent to 
which his judgment should prevail over 
that of the public service. 


In 1977, Canada’s first Auditor General 
Act was proclaimed law. This act made 
far reaching changes to the role of the 
Auditor General. It increased his (to 
date, all of Canada’s Auditors General 
have been men) powers to investigate 
and to report not only on the results of 
traditional attest auditing but also on 
whether money has been expended with 
due regard for economy and efficiency, 
and on whether satisfactory procedures 
are in place to measure the 
effectiveness of programs. 


There is a fine line that separates a 
thorough audit from criticism of policy 
decisions. Value-for-money auditing 
does not say cost is the only criterion in 
government decisions; it does say the 
government should know what a 
program is going to cost before it is 
launched. The 1977 law entitles the 
Auditor General to make sure that 
programs are being evaluated, that the 
evaluation methods are sound, that the 
government knows what it is getting for 
the taxpayers’ money; it does not permit 
the Auditor General to sit in judgment 
on the programs themselves. 


Those of us who favour value-for- 
money auditing (and | place myself in 
this camp) think that this fine line can 
and must be walked if we are to find a 
new and better style of public 
administration. 


Let me tell you something about the 
information now available to the 
Committee and the way we prepare for 
hearings. Since 1958, following the 
British practice, a member of the official 
Opposition has always chaired the 
Public Accounts Committee, which is 
staffed by a clerk, two research officers 
and the clerk’s support staff. The clerk 
is appointed by the Committees and 
Private Legislation Directorate of the 
House of Commons and is the 
Committee’s procedural officer, chief 
administrative officer and co-ordinator 
of the research and advisory staff. The 
two research officers assigned to the 
Committee are seconded from the 
Research Branch of the Library of 
Parliament. 


The members of the Public Accounts 
Committee, after reviewing priorities 
arising Out of the Auditor General’s 
Report and the Public Accounts of 
Canada, decide upon a subject of 
inquiry. A hearing date is set and the 
witnesses are requested to attend. The 
PAC research staff members then meet 
with the responsible OAG principal to 
review and organize the material under 
inquiry and, thereafter, with senior 
officials of the relevant department or 
agency, including the deputy minister. 
These meetings enable a fairly clear 
identification of the issues and help the 
department's officials—and the Auditor 
General’s staff-to put together opening 
statements that should meet the 
concerns and interests of the 
Committee. 


The Chair may call a briefing meeting 
prior to the first public hearing. During 
the briefing, PAC staff members review 
the objectives of the meeting; the 
background to the subject and the 
content of the chapter in the Auditor 
General's annual Report; the supporting 
documents, including the opening 
statements; and the briefing notes 
prepared by the committee staff. The 
OAG principal may be in attendance to 
provide the additional expertise that 
more detailed questions require. 


Although the Auditor General’s staff 
members work closely with the Public 
Accounts Committee staff, a former 
PAC Chairman, the Honourable Ron 
Huntington, pointed out in 1978 that "it 
is essential to the accountability process 
that the Public Accounts Committee be 
its own master and not fall within the 
ambit and influence of the Office of the 
Auditor General. More simply, it has 
been said that the relationship between 
the Auditor General and the members of 
the Public Accounts Committee should 
be cordial but not cosy." (Cordial but 
not Cosy is the title of an excellent 
history of the Office of the Auditor 
General.) 


As public programs and the 
administration of those programs 
become ever more complex and 
sophisticated, your work and mine 
change. The days of finding horses on 
the payroll are long gone. As a Member 
of Parliament, | meet little, if any, 
evidence of corruption. 
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Aideen Nicholson, MP Chairman of the 
Public Accounts Committee 


What we are faced with are problems of 
divided responsibility that make it 
difficult to assess costs and results; and 
we live in times when the taxpayers, 
who pay for all government programs, 
quite reasonably want to see results. 
Expenditures and receipts in the public 
sector are subject to deliberate control 
in ways that are not possible in the 
private sector. Political decisions—-the 
collective will of the people as 
expressed through Cabinet and 
Parliament-determine how much will be 
spent on defence, transfer payments, 
the justice system, transportation, etc., 
and what taxes will be raised to meet 
these expenditures. 


There is therefore a particular duty for 
civil servants and politicians alike to be 
accountable and open with taxpayers. 


Political and moral values always enter 
into economic decisions and into the 
way citizens and their elected 
representatives appraise the value of a 
program and decide what elements to 
preserve or change, but the appraisal 
requires clear information clearly 
conveyed-particularly about costs. 


Our goal should be to arrive at a 
situation where everyone in public 
life-whether member of Parliament or 
public servant-feels a sense of personal 
responsibility for the economical, 
efficient and effective management of 
public funds and resources. Personal 
responsibility is essential not only for 
financial reasons, but also to protect and 
promote democracy. The democratic 
liberties and political equalities that we 
value require nothing less. 
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Improving 
Parliament’s 
Scrutiny 


Parliamentary Reform 
and the Committee 
System 


by Aideen Nicholson MP 

(Liberal, Trinity) 

Chairman, House of Commons Standing 
Committee on Public Accounts 


Parliamentary reform can be a way to 
improve the level of debate, create a 
more responsive and accountable 
government and achieve better policies, 
laws and administration. It is not 
surprising, therefore, that it is an 
ongoing concern of parliamentarians 
and Parliament-watchers. 


The committee system is the most 
frequent object of parliamentary reform 
proposals. After Confederation, 
committees had no status in the 
Standing Orders of the House of 
Commons, nor was their size fixed. 
Usually, they were very large-some had 
100 or more members. With the growth 
of government programs and 
responsibilities, particularly after the 
Second World War, more and more 
members of Parliament became 
convinced that a strong system of 
standing committees was the key to 
reforming and revitalizing the House of 
Commons. 


The Special Committee on 
oe Procedure and 

Organization 

The real impetus for change 
came after the 1963 general election, 
with the establishment of a Special 
Committee on Procedure and 
Organization. The Committee’s 15th 
report, presented to the House of 
Commons on 14 December 1964, 
proposed a radically new role for 
standing committees. It called for the 


creation of specialist standing 
committees, which would be relatively 
small and have as permanent a 
membership as possible over the term 
of an entire Parliament. Committees 
would not be dependent for their powers 
on referrals from the House but, rather, 
would have standing powers to carry out 
investigations. Despite support from its 
members—who represented all three 
parties-the Special Committee's 
proposals met opposition in the House. 
Some members thought the new plan 
started from the wrong premise and 
leaned too far in the direction of the U.S. 
congressional system rather than being 
suited to our parliamentary system. 


Some changes to the standing 
committees were adopted on a 
provisional basis in June 1965; they 
became permanent after the 1968 
election. While these changes stopped 
short of the recommendations of the 
Special Committee’s 1964 report, they 
did result in standing committees 
becoming more prominent and active. 


In 1975, a subcommittee of the 
Standing Committee on Procedure and 
Organization examined the committee 
system and reported to the Committee 
in September 1976, but no report was 
presented to the House, nor changes 
made at that time. 


In the 1980s, proposals for the 
parliamentary reform of House 
committees have consistently focussed 
on the same issues-the number of 
committees should be reduced; the 
number of members of Parliament 
serving on each committee should be 
reduced and substitutes discouraged; 
committees should have powers to 
initiate investigations without a reference 
from the House; and the committees’ 
research budget should be increased. 


The Business of Supply 
a Procedures for raising and 

spending money go to the very 

heart of Parliament's role, but 
many members do not consider the 
present situation satisfactory. The 
annual authorization to spend money is 
contained in the appropriation bills, but 
certain preliminaries have to be 
completed before they are introduced. 
This procedure is referred to as supply 
or the study of estimates. The business 
of supply relates to the general conduct 
of the government and it provides an 
opportunity for members to examine 
publicly the performance of individual 


ministers or government policy in 
general. The procedure should enable 
members to obtain an overview of 
public expenditures, both statutory and 
budgetary, as they increase from year 
to year. 


Under the rules in effect until December 
1968, every request for supply (main 
estimates, interim supply or 
supplementary estimates) was 
considered by a committee of the whole 
House known as the Committee of 
Supply. Under the system adopted 
permanently in 1969, the estimates of 
each department are referred to the 
appropriate standing committees as 
soon as they are tabled in the House on 
or before 1 March. The committees are 
supposed to study them and report 
back not later than 31 May. If no report 
is received, the estimates are deemed 
to have been approved and reported 
back. The standing committees may ask 
the minister and senior departmental 
officials to appear, but there is no fixed 
number of days devoted to studying the 
estimates and the number of meetings 
will vary from committee to committee 
and from year to year. 


The new system has relieved pressure 
on the House but it has been criticized 
for a number of reasons. A high turnover 
rate in the committee memberships 
mitigates against individual members 
becoming familiar with the estimates of 
specific departments. By sending 
estimates to standing committees, it 
became more difficult to have an overall 
view of government spending. 


Readings Passed in 
Minutes 
The approval of estimates is 


done by way of an 
appropriation bill but, since this bill is 
based entirely on estimates already 
approved, it is customary for the House 
to pass the bill without debate or 
amendments. Usually, all three readings 
are passed in a matter of minutes. The 
approval of billions of dollars in this way 
is unsatisfactory to many members, 
particularly when they know certain 
estimates may never have been 
considered but merely deemed 
reported. 


Over the years, both the Auditor 
General and the Public Accounts 
Committee have made 
recommendations to the House that 
were designed to improve Parliament’s 
scrutiny of estimates and expenditures. 


In 1975, a Supplementary Report of the 
Auditor General called for a 
comprehensive study of the form of the 
estimates and of the information 
submitted by each department in 
support of appropriation requests, with a 
view to achieving better disclosure and 
better control of departmental spending 
by Parliament. 


On 28 June 1977, the Standing Orders 
were amended to provide automatic 
reference of the Auditor General’s 
annual Report to the Public Accounts 
Committee as soon as it is tabled in the 
House. The 1978 annual Report of the 
Auditor General recommended that the 
financial information received by 
Parliament be improved. 


On 12 April 1978, a Report of the Public 
Accounts Committee called for 
amendments to the Financial 
Administration Act and for other 
changes to give Parliament more control 
over public corporations. On 23 March 
1979, the Public Accounts Committee 
recommended an entirely new format 
for the estimates, which was introduced 
on a government-wide basis in 

1981-82, in line with recommendations 
made by the Auditor General in 1978. 


A November 1982 report submitted to 
the Special Committee on Standing 
Orders and Procedure by MPs Ron 
Huntington (former Chairman of the 
Public Accounts Committee) and 
Claude-André Lachance emphasized 
the need for better scrutiny: 


Between 1975-76 and 1981-82, 
public expenditures have grown from 
$38.2 billion to $65.5 [sic] billion. 
That is a growth of $27.4 billion or 42 
percent in six years. Of the $65.6 
billion in 1981-82, $35.2 billion 
covered statutory items, such as 
Public Debt, Old Age Security, Fiscal 
Transfer, Family Allowance, 
Unemployment Insurance, Hospital 
Insurance and Medicare. That leaves 
$30.4 billion in expenditures to be 
voted after scrutiny of the estimates 
by Parliament... . 


There are 282 members of 
Parliament in the House of Commons 
and 104 senators. It is their 
responsibility to scrutinize these 
expenditures. The 386 
representatives of the people have 
quite a job on their hands, but in 
reality only a few of them are actively 
engaged in the standing committee 
scrutinizing proposed and past 
expenditures. Excluding the Public 


Accounts Committee deliberations, 
approximately 400 hours were spent 
on examination of the $65 billion 
total, inclusive of the $35 billion of 
voted expenditures. .. . As spending 
has gone up, the amount of 
committee time has, if anything, 
gone down. 


The parliamentary scrutiny has not 
been applied in an effective manner 
and to the most significant areas. 
The $35 billion in statutory items are 
not regularly reviewed. There is no 
effective mechanism for 
parliamentary committees to examine 
tax expenditures or loan guarantees 
to Crown corporations. In some 
cases, major departments receive 
more than proportional attention. 


The standing committees that look at 
department estimates seldom, if 
ever, examine past spending trends 
or compare final spending with the 
original vote. 


The growth in government and the 
staggering increase in expenditures 
has outpaced the growth in the 
resources of Parliament to handle the 
increasing workload. .. . 


Furthermore, no parliamentary 
committee has the opportunity to 
scrutinize the totality of the estimates 
as they relate to one another. 


Recent Reform Measures 
E As of May 1987, the committee 

system has been strengthened 

in a number of ways. There is 
more money for research; committees 
have more power to initiate inquiries; 
committees are smaller but substitution 
is still a problem; financial information 
provided to Parliament has improved 
but much remains to be done; ad hoc 
legislative committees have been 
established to deal with bills so that 
standing committees have time for other 
work, but that process has proved a 
mixed blessing. 


The most recent round of reforms has 
had little impact on the Public Accounts 
Committee, which already had powers 
to inquire into any matter arising from 
the Auditor General's annual Report or 
the Public Accounts of Canada. 


Parliamentary reform is important but 
can never substitute for the interest and 
effort of members of Parliament and 
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civil servants. To quote again from 
Huntington and Lachance: 


Structural changes and incentives for 


involvement of parliamentarians will 
be fruitless if members do not 
develop new attitudes. As 
parliamentarians, we are not holding 
the system to account and the 
taxpayer is beginning to feel that he 
is without representation. ... 


Our Office of the Auditor General, our 
Office of the Comptroller General, the 


Standing Committee on Public 
Accounts, in company with a major 
effort from within the bureaucracy, 
have moved us well into the world of 
comprehensive audit. .. . We have 
implemented a new Part III of our 
Estimates that organizes the 
information within our system to a 
more useable form for an improved 
accountability probe by the Minister 
of Parliament. This magnificent effort 
is all in place, now waiting for the 
parliamentarian .. . to play his part 
and close the accountability loop. 
The internal apathy among both 
bureaucrats and politicians must 
come to an end for, if it continues, it 
will pose a threat to our 
representative form of Parliamentary 
government. 


During the years when the economy 
was buoyant, Canada, like all the 
Western democracies, increased public 
spending. Politicians and public 
servants alike took pride in developing 
new programs, in offering new benefits 
to citizens; the emphasis was on 
creativity and innovation, not on cost 
control. 


The recession, followed by years of 
slow growth, has made us much more 
aware of the need to spend less, but 
being concerned about costs Is still 
seen by many as being mean-spirited 
and joyless. 


What is needed is a conviction that 
doing more with less is a creative and 
challenging process and that we can 
develop public policies that serve 
Canadians well while protecting their 
pocketbooks. Penny-pinching serves 
no one; intelligent analysis and sound 
evaluation mean informed choices and 
flexibility to meet new situations. 
Innovation and concern for human 
values are necessary more than ever in 
our times; the expression of those 
qualities include greater concern for the 
taxpayer today and tomorrow. 
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The 


Department of 
Agriculture 


The Public Accounts 
Committee Looks at an 
Annual Report Chapter 


by Trevor Shaw 
Director, Audit Operations 


The OctoberlNovember 1986 issue of 
Opinions featured several articles on 
the comprehensive audit of the Depart- 
ment of Agriculture. The results of this 
audit were published in the 1986 Report 
of the Auditor General to the House of 
Commons. The Department was called 
to hearings of the House of Commons 
Standing Committee on Public Accounts 
on 28 and 30 April 1987. 


PAC Beckons 
In March 1987, the Public 
Accounts Committee (PAC) 


requested that the Department 
of Agriculture be represented at the two 
April hearings that would focus on 
Chapter 8 of the 1986 annual Report. 


The Department quickly prepared for 
"accountability day" on Parliament Hill. 
It mobilized staff and gathered 
information-it would be asked to report 
on the actions taken in response to the 
findings of the 1986 comprehensive 
audit. Briefing material was prepared for 
the Deputy Minister, and liaison with the 
Office of the Auditor General of Canada 
was established. 


A new priority was also upon the OAG’s 
Agriculture audit team. The "old gang" 
was recalled from other assignments. 
Their mission: "Refresh your memory 
and stand by." 


Preparing for the Hearings 
cS Parliamentary Liaison Principal 

Mark Hill provided the team 

with a checklist of 17 tasks that 
had to be completed before the PAC 
hearings. These pointed to one basic 
challenge: how to be of most use to 
PAC during hearings that would last 
only a few hours. 


Hundreds of hours of audit work now 
had to be focussed and formatted to 
support the Auditor General’s role as a 
witness before the Public Accounts 
Committee. The first task was to set 
objectives for the hearings. Our two 
main objectives were: 


- to help PAC secure the Department's 
commitment to make improvements 
in key areas; and 


- to strengthen accountability to 
Parliament by promoting the 
disclosure of cost and meaningful 
performance indicators of program 
results. 


Achieving these objectives became the 
last step of an accountability exercise 
that had begun two years ago. 


The co-operation established between 
our team and the Department during the 
comprehensive audit came into play 
again. Since the Department of 
Agriculture had never been called to a 
PAC hearing, its management wanted to 
know what to expect. We described our 
objectives and told the Department that, 
while the experience may involve some 
pain, it will provide the opportunity to 
draw PAC’s attention to the 
Department’s perspective on program 
issues. 


At the Department’s request, we also 
commented on the status report to be 
tabled by Agriculture at the PAC 
hearings. Several hours were spent 
clarifying the results of the 
comprehensive audit with the 
Department’s new management and 
determining whether its stated courses 
of action met our audit 
recommendations. 


Briefings 
A briefing binder was prepared 
for the Auditor General and 


senior OAG staff. This binder 
organized the documentation to be used 
during the hearings and followed the 
standard format developed by the 
Parliamentary Liaison Group. Our binder 


. ~\, 


Assistant Auditor General Paul Ward and Principal Henry de Souza are briefing 
Auditor General Ken Dye on the programs and expenditures of the Department of 
Agriculture. 


Auditor General Ken Dye and Parliamentary Liaison Principal Mark Hill (centre and 
right) are listening to Principal Henry de Souza’s (left) presentation on the findings 
of the 1986 comprehensive audit of the Department of Agriculture. 


Auditor Danny Foster and Director Trevor Shaw attended the two PAC hearings on 
the Department of the Agriculture to provide support to the OAG witnesses at the 
table. 


included the opening statements of the 
Auditor General and the Department of 
Agriculture; the main messages of our 
annual Report chapter; updated 
departmental responses to the Auditor 
General's recommendations and the 
OAG’s comments thereon; areas of 
possible difference of opinion; areas of 
special interest; profile of the 
Department's management, organization 
and programs; and current 
developments in agriculture. 


Information material was also prepared 
for the working sessions with PAC’s 
research staff, where we reviewed the 
timing, scope and findings of the audit 
and explained some of the "ins and 
outs" of agriculture programs. The PAC 
staff then met with department officials 
to discuss the issues from Agriculture’s 
perspective. After these sessions, the 
Committee’s research staff 
recommended lines of inquiry to 
committee members. Members were 
interested in the Auditor General’s 
findings and in the agriculture issues of 
the day: farm failures, falling grain 
prices, declining farm incomes, soil 
degradation and agriculture research. 
Moreover, a marathon emergency 
debate on agriculture had taken place in 
the House of Commons shortly before 
the first PAC hearing. We anticipated 
that interest in the PAC hearings would 
be high. 


Before each of the two hearings, senior 
members of the Agriculture audit 
team-Assistant Auditor General Paul 
Ward, Principal Henry de Souza and 
Director Trevor Shaw-briefed Auditor 
General Kenneth Dye on Agriculture's 
programs and spending. They reviewed 
briefing notes on specific subjects, such 
as performance measurement for 
accountability and the operations of the 
Western Grain Stabilization Fund, the 
audit’s five main messages and, when 
necessary, case details. 


Other members of the audit team-—Sam 
Gelman, Rona Shaffran, Danny Foster 
and Fred Ermuth-attended the hearings. 
Everyone prepared briefing notes on the 
spot as each hearing progressed. 


The Opening Statements 
In his opening statement to the 
Public Accounts Committee, 
the Auditor General expressed 


his concern for: 
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- the way agriculture programs were 
planned and funded; 


- the fact that the Department's 
branches saw themselves as 
independent units rather than as 
parts of a common strategy, and that 
undefined program linkages and 
unclear program goals added to the 
confusion; 


- the lack of evidence that information 
and analysis had been provided to 
the Minister to ensure that decisions 
were taken with a full understanding 
of the financial implications; 


- the lack of action by the Department 
of Agriculture on the 1982 audit 
recommendations; and 


- the need to improve accountability to 
Parliament. 


In his opening statement, the Deputy 
Minister said that he intended to 
demonstrate that the Department of 
Agriculture: 


- has-and is-responding to the Auditor 
General's recommendations; 


- welcomes the work of the Auditor 
General; 


- has reserves of strength but is not 
perfect; 


- has undertaken organizational 
realignments to strengthen program 
linkages and to enable a more 
cohesive approach to the farm 
income issue; and 


- is bringing together, into six 
commodity groups, all the players in 
the agriculture industry and is 
developing long-term plans for 
each. 


The Deputy Minister outlined what was 
being done in several other areas: 
research, handling of toxic wastes, dairy 
policy accountability, rate setting for 
crop insurance and the development of 
prairie water supplies. He also 
expressed confidence in Agriculture's 
programs and staff. 


Since the Department of Agriculture was 


called to account for its programs, the 
Deputy Minister did most of the talking 
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(about 70 percent) during the five hours 
of testimony. The Auditor General’s role, 
during these hearings, was to facilitate 
the accountability relationship between 
the Department and Parliament. 


The Hearings 
The questioning was colourful 


and, at times, spirited. The 

following examples illustrate 
this. More importantly, these excerpts 
from the committee minutes highlight 
the concerns of the PAC members and 
summarize the Department’s answers to 
these issues. 


Follow Up 

PAC Chairman Aideen Nicholson: We 
certainly accept the Deputy Minister’s 
view that Agriculture is prepared to deal 
with the commitments made in 1982 as 
a matter of urgency. But, if the 
questioning of the PAC members should 
be a little testy, | hope you will 
understand that we have heard these 
assurances before and that this time we 
really do want guarantees that they are 
going to happen. 


Department of Agriculture: Assurance 
was given by the Deputy Minister. 


MP Alan Redway: Seems like there 
must be a policy of moving people just 
before the next audit so that nobody is 
accountable for what went on last. 


PAC Chairman Aideen Nicholson: Do 
you have a well-developed system in 
place to evaluate programs and 
recommend changes to the acts if 
needed? 


Department of Agriculture: Yes, but the 
system is improving. 


MP Bill Attewell (substitute member): | 
would like to ask about the Nielsen Task 
Force. One of its observations was that 
agriculture programs still had the flavour 
of yesteryear. Have you read the 
report? What actions have you taken? 


Department of Agriculture: Yes, many 
times. A report on the actions taken has 
been tabled with PAC. 


Land Purchase 

MP Alan Redway: There were three 
other alternative sites available, but the 
Department decided to acquire the 
67-acre site for the asking price of 
$839,800, which is almost half a million 
dollars more than the appraised value. 


Why was that? 


Department of Agriculture: Provided 
explanations at some length. 


MP Alan Redway: Just seems 
inconceivable to me that, when a 
decision was made and never amended 
to buy 21.5 acres, the Department went 
ahead and bought 67 acres. 


Western Grain Stabilization 
Administration (WGSA) 

MP Tony Roman: The Auditor General 
predicted that, by November 1986, 
there could be a deficit of $100 million 
($850 million as of April 1987). Has this 
basic concern been resolved? 


Department of Agriculture: In progress. 
The Deputy Minister explained: Now the 
question is how much, how long will this 
deficit situation be tolerated at the cost 
of the Treasury. We will see that when 
Cabinet has gone over the proposals out 
of the review of WGSA. 


National Policy 

MP Robert Layton (substitute member): 
Is there in Agriculture, with the Minister 
and the Department, an intent or the 
objective of having some kind of 
national agricultural policy accepted by 
all the provinces? 


Department of Agriculture: Yes. 


MP Tony Roman: | think it behooves us 
to move quickly and get all that co- 
ordination put together because of the 
changing international patterns out 
there. The person who can develop the 
rudder that will turn that big ship quicker 
is the one who is going to miss the 
torpedoes. 


Department of Agriculture: There is the 
issue of urgency in a complex 
environment with many players who 
must work within Canada’s constitutional 
parameters. For the Department, there 
are constraints. In research, for 
example, 50 percent of the research is 
done elsewhere; scientists are 
specialized and cannot be recycled 
overnight; and time is required to 
address an aging scientific population. 


PAC Chairman Aideen Nicholson: Can 
you help this committee to understand 
how this new national agriculture 
strategy will integrate the ad hoc 
Support payments, such as drought 
assistance, with continuing programs 
like Crop insurance? 


Department of Agriculture: Provided an 
explanation and indicated that this was 
in progress. 


Toxic Materials 

MP Tony Roman: Can you give this 
committee assurances that the 
necessary steps have been taken, that 
the abuses that were taking place and 
that were pointed out by the Auditor 
General are not taking place now, that 
the house is back in order? 


Department of Agriculture: Provided 
details of actions taken. 


Research 

MP Don Ravis: Should we and are we 
interested in protecting technology once 
it is developed, or do we end up giving 
it away? 


Department of Agriculture: A conclusive 
answer did not appear possible. The 
Department is considering possibilities. 


Delegation of Authority 

MP Alan Redway: Are you telling us that 
you have to run around and consult half 
a dozen metre masters when you have 
to make a decision? 


Department of Agriculture: What is 
delegated to the Minister and Deputy 
Minister could be made simpler. There 
is a need to differentiate between policy 
and the administration of taxi chits. 


MP Alan Redway: The system of 
government that we operate under 
surely depends on senior officials giving 
full disclosure to ministers and telling 
them all the implications of the actions, 
or else we are all going to be in serious 
trouble. Has that not been done before 
with respect to the Western Grain 
Stabilization Administration? 


Department of Agriculture: Yes, but that 
had not been appropriately documented 
at times. 


MP Alan Redway: What would the 
Minister have done if he had 
subsequently decided not to sign that? 
Would somebody have put their hand in 
their pocket and come up with $185 
million to reimburse the Treasury? 


Department of Agriculture: The 
Department did not think the issue was 
paying $185 million more or less. (The 
Minister has since approved the method 
of payout calculation—as the Auditor 


General considered to be necessary 
according to the Act.) 


Performance Measurement 

The Deputy Minister talked at length 
about the performance measurement 
work being done and concluded that 
"there is a lot of judgment" involved in 
that area. The PAC Chairman then 
turned to the Auditor General and 
asked: Since Mr. Dye pinpointed 
examples and considered that 
performance indicators would help 
arrive at a judgment, would he care to 
say more? 


Auditor General of Canada: Provided an 
illustration, with reference to the 
requirements of the acts. 


MP Tony Roman: Based on these 
economic indicators, how healthy is the 
agriculture sector in this country? 


Department of Agriculture: A big 
question. The sector is fairly healthy but 
suffering from forces beyond the control 
of the producers and, to a large extent, 
beyond the control of governments in 
this country. 


In Summary 
It is significant that the 
Department of Agriculture 


committed itself to undergoing 
improvements as part of the 
accountability process. The Department 
seems genuinely concerned with our 
findings and has incorporated the 
results of the comprehensive audit into 
its management mainstream. 


Accountability and change involve 
discomfort. The Department of 
Agriculture seems to understand this, 
not only from the viewpoint of being 
audited, but also in its current 
approaches to strategic planning and 
program management. When the Office 
of the Auditor General of Canada does 
its follow-up in 1988, we will see if 
these actions have borne fruit. If there 
was pain for the Department of 
Agriculture’s Deputy Minister at the PAC 
hearings, it was temporary. Better 
program management is the important, 
lasting result. 


We believe that the objectives set by 
the Agriculture audit team for the PAC 
hearings were achieved. It is our 
understanding that PAC will report to 
the House of Commons on its hearings 
on the Department of Agriculture. 


The Workings 
of the 


Public 
Accounts 
Committee 


Accountability, Reforms 
and a Few Chuckles 


by Richard Rumas 
Clerk of the House of Commons 
Standing Committee on Public Accounts 


Nobody ever really wants to be Clerk of 
the Public Accounts Committee. | never 
really wanted the job. Everyone said it 
would be boring to look at page after 
page of figures in the Public Accounts 
of Canada or paragraph after paragraph 
in the Reports of the Auditor General. In 
fact, over the course of the previous 18 
years, there had only been three clerks 
of the Committee. And each of those 
gentlemen retired from public service 
from the Committee. | guess the only 
way out is to retire! 


Nevertheless, | accepted the 
assignment. And it has been a lot of fun. 
The Public Accounts Committee does 
not always deal with the same "boring" 
subjects and, in fact, deals with an array 
of matters ranging from government 
contracting practices to foreign aid. 
Almost any subject can be dealt with by 
the Public Accounts Committee, as long 
as accountability is the concern. 


One of the nice things about becoming 
Clerk of the Public Accounts Committee 
is that you inherit a system-—a system 
that has been working very well for 
many years. Files have been 
meticulously maintained on various 
subjects. Methods for producing 
documents and reports are in place and 
contacts, particularly with the Office of 
the Auditor General, have been well 
developed. 
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However, systems are secondary to 
individuals. The Committee is fortunate 
to have had and to still have the 
services of two full-time research 
officers from the Library of Parliament. 
Eric Adams, a chartered accountant, 
and Tom Wileman, an economist, know 
the Committee and its workings as well 
as anyone and provide expertise to the 
deliberations of the Committee. Both 
have been with the Committee for a 
number of years and provide that 
essential link of continuity over the past 
few Parliaments. 


Continuity in membership is also very 
important to the success of the 
Committee. The 1984 general election 


q 


seas 


saw 143 new (first time) members of Richard Rumas, Clerk of the House of Commons Standing Committee on Public 
Parliament. Of the present eight Accounts, is the Committee's procedural officer, chief administrative officer and 
members on the Public Accounts co-ordinator of the research and advisory staff. 


Committee, only two had parliamentary 
experience prior to 1984. One is Aideen 
Nicholson (Liberal, Trinity), the current 
Chairman, whose parliamentary 
experience has been very important in 
providing direction to the Committee. 
Miss Nicholson and Stan Hovdebo (New 
Democrat, Prince Albert) provide the 
link with the previous Parliament. Of the 
post-1984 group of committee 
members, almost all have been with the 
Committee since November 1984 and 
have become experienced participants. 


PAC Visits Washington = Research 

- Recherch Ager 
and London Had ~~ ~ Chairman 
In the past few years, ¢ Président 


parliamentary reform has had a 


great effect on the House of Commons wo ve 

and its committees. Standing PAC Research Officer Eric Adams, a chartered accountant, is one of the two 
committees have expanded mandates research officers who provide expertise to the deliberations of the Public 
permitting them to initiate inquiries in Accounts Committee. 


the subject areas for which they are 
responsible. Membership has been 
reduced and made more permanent. 
Committees have changed. 


The Public Accounts Committee has 
also changed, but not as much as the 
others. Because the Public Accounts of 
Canada and the Reports of the Auditor 
General are automatically and 
permanently referred to the Committee, 
the mandate of the Committee did not 
change. 


Nevertheless, while the changes to the 
Standing Orders were taking place, the 
members of the Committee felt it was a 
good time to look inward and examine 


the Committee’s methods of operation. Principal Henry de Souza is reviewing the timing, scope and findings of the 


comprehensive audit of the Department of Agriculture with PAC Research Officers 
Eric Adams and Tom Wileman. 
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What sort of adjustments or changes 
would enable the Committee to be more 
effective? 


To see what other national committees 
were doing, committee members and 
staff, the Auditor General and the OAG 
Parliamentary Liaison Principal went to 
Washington in September 1985 and to 
London in February 1986. In 
Washington, they learned about the 
high-profile, well-staffed Government 
Operations Committee, with its 7 
subcommittees and 84 permanent staff. 
One could quickly see and sense the 
differences in our two systems. But, in 
London, one saw the more familiar 
parliamentary-type committee. Relying 
exclusively on the reports of the 
Comptroller and Auditor General, the 
British committee works on a well- 
planned schedule. 


So how was the Committee influenced 
by its visits? The Washington visit 
demonstrated the effective use of 
subcommittees. In fact, the American 
subcommittees are the real workhorses, 
whereas the full committee meets 
infrequently. However, with only eight 
members, the Canadian Public 
Accounts Committee is not as well 
suited to this concept. 


In London, the members were 
impressed by the ability of the British 
committee to plan its schedule in so 
much detail. What permits this is the 
ability of the United Kingdom's 
Comptroller and Auditor General to 
report on a periodic basis. Unlike the 
Auditor General of Canada, who reports 
annually, his U.K. counterpart reports 
practically every week while the British 
House is in session. Also of interest at 
Westminster was the one-day annual 
debate on the reports of the Public 
Accounts Committee. In addition, the 
Public Accounts Commission, a non- 
parliamentary body composed of 
members of Parliament, reviews the 
spending and operations of the Office of 
the Comptroller and Auditor General. 


In a report to the House after its return 
from London, the Committee 
recommended that the Estimates of the 
Office of the Auditor General of Canada 
be referred to the Public Accounts 
Committee. And, this past March, the 
Committee held two hearings with the 
Auditor General on these spending 
estimates. All would agree that it was a 
useful and interesting exercise. 


The Canadian Council of 
Public Accounts 

Committees 

One of the interesting aspects 
of public accounts committees is the 
existence of the Canadian Council of 
Public Accounts Committees. 
Composed of representatives of the 
federal, provincial and territorial 
committees, the Council-meets annually 
to discuss themes and topics relating to 
their mandates. This year’s meeting-the 
ninth one-is being held in Quebec City, 
from 5 to 9 July. Unique in that there is 
no other such federal-provincial- 
territorial legislative group, the Council 
is an excellent forum for discussion on 
questions of accountability. Different 
viewpoints and perspectives often make 
for lively exchanges. 


Another aspect of these meetings is that 
they are held concurrently with the 
annual gathering of the legislative 
auditors. The auditors meet separately 
to discuss their common concerns. 
However, a half day is set aside to meet 
in joint session with the 
parliamentarians. 


And a Few Chuckles 

Now having said all that, being 

Clerk of the Public Accounts 

Committee has been quite 
enjoyable. It has also been humourous 
at times. Watching a member of 
Parliament cross a busy Washington 
street in a torrential thunderstorm 
(without umbrella) and hail down a taxi, 
and listening to Congressman Jack 
Brooks, Chairman of the U.S. House of 
Representatives Government 
Operations Committee, tell the group 
what he thought of financial statements 
have brought on a few chuckles. And 
while passing through a metal detector 
at Westminster Palace in London, | was 
not amused, at the time, to find that 
someone had placed a teaspoon in my 
pocket. | located the donor (it wasn’t 
hard) and that person eventually passed 
through security at Heathrow Airport 
with a few spoons himself. 


Nobody ever really wants to be Clerk of 
the Public Accounts Committee. But 
once you have been doing the job for a 
while, you learn to like it. It sort of grows 
on you. Maybe that is why, in the 
previous 18 years, there were only three 
clerks of the Committee. It wasn’t that 
new people could not be found, it was 
that the incumbents were happy to 
remain. 


Managing 
the Interface 


The Parliamentary 
Liaison Group 


by Mark Hill 
Principal, Parliamentary Liaison Group 


The OAG Parliamentary Liaison Group 
is small-one Principal, one Assistant 
(Pat Forsberg) and an indispensable 
Secretary (Christiane Dery). 


But we like to think of ourselves as 
efficient (last year, about 2,000 referrals 
of information concerning parliamentary 
activities were made to the Auditor 
General and senior management, often 
by telephone), and effective (so far, the 
Auditor General has not been called to 
the bar of the House!) 


Our mission has three dimensions: 


- keeping the Auditor General and his 
principal officers informed of 
significant developments "on the 
Hill"; 


- ensuring that the Auditor General is 
appropriately briefed and supported 
for appearances before the Public 
Accounts Committee (PAC) and, on 
occasion, other parliamentary 
committees; and 


- co-ordinating the tabling of the 
annual Report of the Auditor General 
to the House of Commons (a 
complicated process involving a 
press "lock-up", a preview for 
members of Parliament and an in- 
camera PAC meeting—all concurrent) 
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Keeping the Auditor General and his 
principal officers informed requires that, 
when Parliament is sitting, Hansard, 
Senate Debates and other parliamentary 
papers, such as the Votes and 
Proceedings of the House and the 
schedule of Commons and Senate 
committee meetings, are reviewed; 
significant exchanges or events are 
identified; and the OAG management is 
advised. 


Ensuring that the Auditor General is 
appropriately briefed and supported for 
appearances before parliamentary 
committees requires that guidance be 
provided to the OAG principal involved 
on the objectives and strategy for the 
hearing; that briefing meetings be 
scheduled with the Auditor General as 
required by the subject matter of the 
hearing; and that he be provided with 
organized briefing material to support 
his testimony before the Committee. 


The tabling of the annual Report in the 
House of Commons is a complicated 
event involving the news media, 
members of Parliament, elements of 
parliamentary procedure and 
considerable administrative care and 
feeding. The master plan for the tabling 
of the 1986 Report involved six pages of 
detailed instructions directly affecting 35 
key OAG staff members, including the 
Auditor General; 7 House of Commons 
groups, including Security, the 
Speaker's Office, the Parliamentary 
Restaurant and the staff of the Public 
Accounts Committee; and the Press 
Gallery. 


"Managing the interface" is perhaps a 
misnomer. Unless one is an elected 
politician, one does not "manage" 
Parliament. This concept is not an easy 
one for the OAG staff to grasp or to 
accept. 


One of the most difficult questions for 
Parliamentary Liaison to answer comes 
from OAG principals: "Will PAC hold a 
hearing on my chapter?" or its corollary, 
"Why didn’t PAC hold a hearing on my 
chapter?" Often, there is no clear-cut 
answer to either question. 


As each annual Report chapter is "put 
to bed", the Parliamentary Liaison 
Group reviews it in terms of its potential 
interest to parliamentarians, particularly 
members of PAC. Factors used in this 
assessment include likely media 
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reaction, the nature of the main 
messages and the overall interest to 
taxpayers. At best, it is a guessing 
game. 


Upon tabling his annual Report, the 
Auditor General provides suggestions to 
PAC as to which chapters or issues this 
committee should consider high- 
priority issues for a hearing. Of the 
fourteen items suggested from the 1986 
annual Report, the Committee dealt with 
six. In addition to these high-priority 
items, the Committee has held follow- 
up hearings to ascertain departments’ 
progress in implementing commitments 
made to the Committee in earlier 
hearings. The Committee has also 
examined the Public Accounts of 


Canada. 


During the past year, PAC has been 
trying hard to plan its hearings well in 
advance of the hearing date. This has 
helped the Office considerably, since 
preparation time for any hearing can 
often be measured in the hundreds of 
hours and involve the reassembly of an 
audit team. 


While it may not be "management" in 
the truest sense of the word, the 
parliamentary liaison function is a vital 
link in providing a high level of service 
to our primary client, Parliament. And, 
on a personal level, it is a rewarding role 
to play in the chain of public 
accountability. 


Principal Mark Hill, Secretary Christiane Dery and Assistant Pat Forsberg staff the 
Parliamentary Liaison Group. 


« 


Parliamentary Liaison Principal Mark Hill and Assistant P 


at Forsberg are attending 


a Public Accounts Committee hearing on the Public Accounts of Canada, along 
with Public Affairs Principal Maurice Cutler and Principal Martin Wickham. 


The 1987 Opinions 
Readership Survey 


Your response to our readership survey 
has been carefully compiled-and 
thoroughly appreciated! We have noted 
every one of your suggestions and 
comments, and have already begun to 
implement some of them. The article 
“Reliance on Internal Audit in the 
Context of a Special Examination" in the 
last issue was a direct Opinions 
response to several requests; SO /s our 
new layout with a smaller print size and 
photographs. Many among you will 
probably recognize some of your ideas 
in future issues. The Communications 
Group, which publishes Opinions, is 
also looking into the periodical’s 
effectiveness in meeting the needs of 
its two separate readerships—-the OAG 
staff and the international readers. That 
too may bring changes to the format 
and content of the periodical. 


Here are some of the survey findings. 
Thank you for your considerable 
interest in Opinions and for your 
prompt-and vocal-response to our 
survey. 


On 19 January 1987, the survey was 
distributed internally to 622 OAG staff 
members and mailed worldwide to 
2,179 external readers. Of the 2,801 
Opinions readers, 1,073 returned the 
questionnaire before 1 May 1987-38 
percent of the overall readership. 
Returns for the internal readership (259) 
reached 41 percent while the external 
response stopped at 37 percent (814). 


The questionnaire contained three basic 
questions: how much of Opinions do 


The Communications 
Group is staffed by 
(front row) Lynda 
Sayer, Eliane Gaudet, 
(back row) Philip 
Hannan, Diane 
Vachon and Desmond 
Kimmitt. 


you read; what do you read; and why do 
you read it. Two open-ended questions 
were added to allow readers to 
comment on any other areas not 
covered by the multiple-choice 
questions. 


The returns indicated that 50 percent of 
the respondents (479 readers) read all 
or most of Opinions—55 percent of the 
internal readership (144 readers) and 47 
percent of the external one (335 
readers). 


Overall, articles on accounting and 
auditing were by far the most popular. 
That category accumulated 321 points, 
followed by articles on parliamentary 
liaison (181), employees (166), 
computer-assisted audit techniques 
(154), international affairs (132), other 
professional initiatives (91) and social 
events (79). 


However, when broken down into 
external and internal groups, these 
statistics portray a somewhat different 
order of preferences. Accounting and 
auditing (249 points), parliamentary 
liaison (124) and computer-assisted 
audit techniques (114) were the first, 
second and third choices of the 
international readership, while articles 
on employees topped the list of internal 
preferences (121 points). Accounting 
and auditing, and social events tied for 
second place (72), and parliamentary 
liaison took third place (57). 


A total of 381 readers said that they 
wanted to learn more about the OAG. 
Knowledge of future trends and issues 
was the second overall reason (343). 
Learning about the OAG was also at the 
top of the list for OAG staff (113 
agreed), but international readers 
ranked it a second-place reason (268). 
They read Opinions mostly because 


they want to keep informed of future 
trends and issues (285 readers). Staff 
members gave second place to reading 
about colleagues and social activities. 


The 261 suggestions (external, 178: 
internal, 83) forwarded by the 
respondents were most enlightening. 
Derivatives of the word "audit" were 
used in 104 comments. An additional 61 
suggestions dealt with audit-related 
issues. These 165 suggestions and 
many others expressed a need for a 
more technical content. For example, 
the Auditor General of Liberia would like 
to see more essays on accounting and 
auditing; the Comptroller and Auditor 
General of New Zealand is interested in 
the approach and procedures used in 
auditing Crown corporations and in the 
approach, methodology and problems 
of value-for-money auditing; the Dean 
of the School of Business Administration 
at the University of Western Ontario 
wants more articles on government 
accountability; Canada’s Under 
Secretary of State requests information 
on "hands-on" experience in auditing 
program results; and the West Indies 
Director of Audit would like to read 
about case studies that involve actual 
field assignments. 


OAG staff members want provocative 
articles on theoretical issues in the 
accounting and auditing fields. They 
asked for technical articles on 
methodology, state-of-the-art 
techniques developed by audit teams, 
and descriptions of ongoing work. They 
also want more team profiles. 


Readers used the second open-ended 


question mostly to assess the quality of 
the periodical. Of the 291 opinions 
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expressed under this heading, 223 were 
positive and 68 were negative. The 
majority of the positive comments (75 
percent) were provided by those who 
read most or all of Opinions, whereas 
the majority of the negative comments 
(70 percent) came from those who read 
Opinions cursorily. 


Informative, useful, excellent, 
professional and well written were the 
mainstay words used in most of the 
positive comments. "Very professional. 
We have adopted ideas for inclusion in 
our local newsletter," wrote the Auditor 
General of South Australia. "I find it very 
useful," said the Chief of the United 
Nations Public Financial Branch. "It 
helps foster a great fraternity among the 
internal audit community and keeps us 
updated on the development of modern 
auditing,” commented Seychelles’ 
Director of Audit. "Opinions is not only 
an outstanding exponent of the OAG’s 
significant duties but also contributes to 
improving the knowledge of new 
professional techniques and trends," 
noted Chile’s Contralor General de la 
Republica. And the Auditor General of 
Queensland said that "the journal is of 
a high standard. Articles are well 
written. . . . The editorial staff members 
are to be commended." 


OAG staff members reiterated most of 
these comments: excellent magazine, 
informative, very professional, a very 
enjoyable and useful magazine, and so 
on. "Keep up the good work" was a 
staple comment. "Very professional .. . 
and always a pleasure to read"; "Each 
issue is a job well done"; "I think 
Opinions is a first-class publication 

and I’m proud of it as an OAG product"; 
and "One of the better house 
publications" were some of the internal 
comments received. 


The negative comments focussed 
mainly on the fact that the periodical 
tries to serve two separate audiences: 
internal and external. "Less in-house 
material” requested one external reader. 
"It appears to be an internal newsletter 
and consequently much of the content 
is of no interest to outsiders," 
emphasized another. On the other hand, 
one staff member wrote that the 
periodical was "too restricted by the 
external readership. It can’t be as 
detailed and as informal as an in- 

house journal should be." 
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The Halifax 
Regional Office 


Tremendous 
Enthusiasm and 
Excellent Morale! 


In the last week of February, 
Communications Principal Desmond 
Kimmitt visited southwest 
Newfoundland and Halifax. The main 
purpose of his visit was to interview 
OAG staff in the Halifax Regional Office 
in relation to a study he is doing on 
OAG communications. He also took the 
opportunity of linking up for a few days 
with the Fisheries and Oceans audit 
team, who will report in the Auditor 
General's 1988 annual Report. The 
following are some of his impressions 
of the East. 


by Desmond Kimmitt 
Principal, Communications Group 


| flew into Stephenville, Newfoundland, 
with John McCullough, Director with the 
Fisheries and Oceans audit team. Snow 
blanketed the ground and the bay was 
filled with ice. The Stephenville airport is 
surrounded by barracks-like buildings 
dating back to the Second World War. 
The town could provide the backdrop 
for a black and white war movie—Jimmy 
Stewart bravely piloting a Liberator 
bomber into the bleak sky. 


At Stephenville, we were joined by 
Principal Hugh McRoberts and Managei 
Neil Maxwell, who had travelled from 
the mainland on one of the Fisheries 
patrol planes, flying low above the water 
as they inspected Canadian and French 
fishing vessels. We went on by car to 
Port-aux-Basques. The country is 
starkly magnificent, caught between the 
sea and the Long Range Mountains. | 
was to be reminded again and again, 
during my brief visit, of the treeless 
west coast of Ireland, where the wind 


sweeps in constantly from the ocean. 
The sign that greets one at the entrance 
to Port-aux-Basques lists “lounges” 
ahead of “churches” and the town’s 
other services. We pass a graveyard 
marked “Anglican Cemetery”. 


Our welcome at the district office of the 
Department of Fisheries and Oceans is 
courteous. Swept free of ice by the St. 
Lawrence current, this is one of the few 
Atlantic fisheries that remain open 
through the winter. The talk is of a 
fishing boat that had been lost with all 
aboard the previous week. | accompany 
the inspectors as they examine newly- 
landed cod being filleted, graded and 
frozen. The task of inspection is 
meticulous and repetitive. | am struck 
by the labour-intensive nature of the 
processing plants’ operations. The next 
day, we accompany Fisheries Inspector 
Dave McLennon through snow drifts to 
visit processing plants at Margaree and 
Isle-aux-Morts, the latter named for 

the ships that have come to grief on the 
island’s rocky shores. We pass another 
Anglican cemetery, the gravestones just 
visible above the snow. | ask Dave why 
the Anglicans have cemeteries all to 
themselves. "They were here first,” is 
his laconic answer. 


Margaree and Isle-aux-Morts are 

small fishing villages. The plants are 
busy night and day. | realize that 
virtually every adult person is involved 
in the fishery. The communities are 
close-knit and hospitable. "There’s not 
a house that would not give you a meal 
and a bed if you were caught out in the 
weather,” we are told. Traditional values 
are strong. Cars and houses can be 
safely left unlocked. | have an abiding 
sense of a tough and generous people 
extracting a hard-won livelihood. 


The OAG audit of the Atlantic Fisheries 
is still in its preliminary stages. | was 
impressed by the time and care that 
Hugh, John and Neil were giving toward 
gaining an in-depth understanding of 
the Fisheries and of the work of the 
Department. One aspect being looked at 
by the current study on the cost 
effectiveness of OAG auditing is the 
time and expense involved in planning 
and scoping value-for-money audits. 
How much preliminary work is needed? 
My own reactions, having watched the 
Fisheries team members at work, are, 
first, that their in-depth understanding 
of the entity to be audited and their 
sensitivity to the problems encountered 
by the Department will prove to be of 


immense value when they come to the 
actual audit; second, that only by such 
painstaking preparation can our auditors 
identify the truly significant issues that 
demand their examination. 


My own journeying took me on to 
Halifax for my first visit to the OAG 
regional office there. With responsibility 
for all Atlantic Canada, our Halifax 
auditors spend well over half their 
working time in travel status. | was 
prepared to encounter morale problems 


in such an environment, especially in 
the midst of a winter of frequent storms 
and record snowfalls, which had added 
delays and uncertainties to all their 
travelling. 


What | met instead was tremendous 
enthusiasm and excellent morale. While 
travel is a problem, it is accepted as a 
given; and, in compensation, the small 
office provides a wide variety of 
activity-in traditional financial auditing, 
in Crown corporations work and, 


Halifax Regional Office Student-in-Accounts Glenn Doucette and Manager Kevin 
Potter go aboard an Atlantic Pilotage Authority pilot boat, in Halifax Harbour. 


% 


At Port-aux-Basques, Fisheries and Oceans Inspection Supervisor Jim Mullins 
discusses files with OAG Manager Neil Maxwell. 


increasingly, in value-for-money 
auditing. Student-in-Accounts Glenn 
Doucette shared with me his experience 
of working with the Fisheries and 
Oceans comprehensive audit team, and 
it was clear to me that he was getting 
involved in value-for-money auditing 

in a way that is not possible for an 
Ottawa-based student. Recent 
comprehensive audits involving Halifax 
staff have included Veterans Affairs, 
Regional Industrial Expansion, Fisheries 
and Oceans, Employment and 
Immigration, and National Defence. 


The people of the regional office feel 
very much part of the total OAG 
organization and planning. Principal 
Brian Pearce and Managers John 
O’Brien and Kevin Potter provide a 
strong sense of direction; and it is 
acknowledged by all that Brian’s 
constant commuting between Halifax 
and Ottawa is an important factor in 
allowing the region to be plugged into 
the 240 Sparks network. Brian and 
Assistant Auditor General Elwyn 
Dickson, who has responsibility for 
Halifax, ensure that the region is 
assigned interesting and challenging 
audit work. Mind you, some of the 
problems common to the OAG’s 
regional offices remain. There are still 
Ottawa principals who make last- 
minute requests with seemingly little 
understanding of the planning 
constraints imposed by Halifax's small 
audit staff and continuing travel 
requirements. Worse, careful audit files 
are conscientiously prepared at 
Ottawa’s request and forwarded from 
the region, but never a word comes 
back of acknowledgment, 
commendation or criticism. 


Kevin, Glenn and | went down to Halifax 
Harbour to board one of the Atlantic 
Pilotage Authority (APA) pilot boats, 
where we were greeted by APA 
Comptroller Mike McGrath. The 
Authority is an audit client of the 
regional office, and | was once again 
struck by the cordial and knowledgeable 
relationship that exists between our 
regional offices and their client entities. 
These well-established local links 
between the OAG and the organizations 
it audits are vital. | return to Ottawa with 
the realization that the Halifax Regional 
Office is contributing greatly to the 
stature of the Auditor General in Atlantic 
Canada. 
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Tax Expenditures: 


A Pool of Losses 


Principal Barry Elkin and Directors Tom 
Koplyay and Jamie Hood met on 7 April 
1987 to discuss their study of the 
federal government's use of tax 
expenditures as a program-delivery 
instrument. Their findings were 
published in Chapter 4 of the 1986 
Report of the Auditor General to the 
House of Commons. 


Barry Elkin: The government often uses 
the income tax system to pursue its 
various policy objectives. The system 
has thus become an instrument that 
serves a variety of economic and social 
purposes, just like direct expenditures, 
Crown corporations, regulatory regimes, 
moral suasion and other program- 
delivery instruments. However, there is 
no precise information on the total value 
of tax expenditures in the income tax 
system. To indicate their magnitude, we 
estimated that the expenditures 
designed to alter behaviour amount to 
approximately $28 billion annually. That 
makes the tax system a significant 
program-delivery vehicle. 


Using the income tax system as a 
policy instrument has other implications. 
For example, because it is the major 
instrument to raise revenue, it must 
have integrity, fairness and credibility. 
The tax burden must be borne and be 
seen to be borne equally by all. When 
the government uses the tax system to 
carry out certain political objectives, it 
encourages, by the very nature of the 
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Barry Elkin: "It has long been 
recognized that the government often 
uses the income tax system to pursue 
its various policy objectives." 


system, selective groups of taxpayers to 
undertake particular courses of action. 
By distorting the neutrality of the 
system, the government chips away at 
some of its fundamental features. 


Let me explain how our research on this 
topic began-it was quite simple in fact. 
The three of us sat down-by the way, 
we work extremely well together. We 
seem to have that certain something 
that lets us get the best out of each 
other. We threw around ideas at our 
regular breakfast meetings and started 
to look at some of the problems in some 
of the programs in the system. We 
eventually zeroed in on the Scientific 
Research Tax Credit (SRTC) program. It 
became the topic of an audit note on the 
Department of Finance, "Scientific 
Research and Development Tax Credit 
Program Implemented Without 
Adequate Safeguards Over Public 
Moneys", published in the 1984 annual 
Report. 


Once the Office saw that we could put a 
fence around this complex issue, that 
we could in fact audit it and come up 
with meaningful findings and results, we 
were encouraged to enlarge the scope 
of our research. 


Tom Koplyay: Using SRTCs as a first 
example of programs funded through 
tax expenditures was a stroke of luck for 
us. It was obviously at the extreme end 
of the list of programs that could go 
wrong. It was both a high-profile 
program and a very badly designed 
one. That kindled the interest of the 
Public Accounts Committee (PAC) and 


a} a 
Tom Koplyay: "There is a new public 
awareness of these tax implications, 


and we hope some of it is due to our 
work." 


the Office asked us to pursue this line of 
research. So we waded in until we were 
knee deep, then neck deep, and then 
we hoped that we knew how to swim. 


Barry Elkin: There was also concern 
about how the tax system can provide 
dollars to a transaction. The results of 
our research on Petro-Canada’s 1981 
acquisition of Petrofina were published, 
as an audit note, in the 1985 annual 
Report. We explained the tax 
implications of that transaction and how 
the tax system kicked in to make the 
deal work. 


Tom Koplyay: There is a new public 
awareness of these tax implications, and 
we hope some of it is due to our work. 
For example, journalists, political 
commentators and analysts have 
focussed on the tax angle of the recent 
government assistance given to General 
Motors (GM). They have commented on 
the additional tax benefits that will 
accrue to GM, in addition to what is 
being given out up front. 


These benefits have always been known 
to exist. Our approach was not novel in 
that regard. But we brought the issue 
into the public forum by tabling it in 
front of parliamentarians. 


Barry Elkin: Because of the broad 
scope of the subject, we limited 
ourselves to studying, from the top 
down, four fundamental issues: the risks 
of using the income tax system; the 
management of income tax 
expenditures; the income tax system 


Jamie Hood: "There's an increasing 
tendency in the financial, legal and 
accounting communities to push the 
system to tts limits." 


and Crown corporations; and information 
to Parliament. 


We concluded that the Income Tax Act 
is a high-risk statute to use for 
delivering programs. The chapter deals 
at considerable length with these risks, 
which include open-ended program 
costs, grandfathering costs, focussing 
problems, taxpayer-induced avoidance 
mechanisms, the tax administration 
process and compliance problems. 


Tom Koplyay: There is a good reason 
for these risks. These programs are 
designed to affect the behaviour of 
taxpayers, to make them react. The 
anticipated reorganization of the 
taxpayers’ financial affairs in response 
to a program is as important as the 
government's initial decision to offer it. 


So there’s this twilight zone where the 
success or lack of success of a program 
depends partly on the response of 
intended and other recipients. If the 
targeted audience reacts, the extent of 
the reaction determines the success; if a 
program attracts unforeseen groups of 
recipients, then it runs into unanticipated 
overheads. 


Barry Elkin: One interesting feature of 
this system is that taxpayers will try 
everything to use tax breaks in ways 
that, although legal, were not 
contemplated or intended by 
Parliament. Taxpayers try to beat the 
system and feel comfortable about 
doing so. For example, the public would 
probably not tolerate it if a responsible 
entity organized a seminar on how 


Barry Elkin: "The findings were not 
surprising, but we were nonetheless 
quite disappointed with the fact that 
tax-delivered programs are not 
adequately managed." 


employed citizens could receive 
unemployment insurance. Yet, with the 
tax system, people consider it quite 
acceptable to continuously challenge 
the system. That’s considered fair 
game. 


Tom Koplyay: That’s partially caused 
by a lack of visibility. The public doesn't 
associate the practices that Barry has 
cited with something that’s damaging to 
the system. Tax avoidance is viewed as 
a victimless crime. In our opinion, that’s 
wrong. So the first step in our 
accountability chain is to place all the 
information on the table, where people 
can have a good look at it. Disclosing 
practices is the best way of enforcing 
accountability. 


Jamie Hood: There’s an increasing 
tendency in the financial, legal and 
accounting communities to push the 
system to its limits. It’s much more 
blatant now than it was, say, 10 years 
ago. Part of the problem is that many 
taxpayers see other groups of taxpayers 
devise new ways of pushing the system 
and succeed at it, so they put extra 
effort into not being left behind. 


Barry Elkin: Because the system is in 
fact used to deliver programs, we were 
concerned with how these programs 
were managed. The chapter went to 
great length to’study this particular 
issue. The findings were not surprising, 
but we were nevertheless quite 
disappointed with the fact that tax- 
delivered programs are not adequately 
managed. 


Tom Koplyay: “The government should 
recognize that, if it decides to use this 
method to deliver incentives, a program 
may still cost big dollars even after it’s 
cancelled." 


These programs seem to us to run on 
their own, and this latent lack of control 
adds to the list of problems, because 
programs are not assessed and nobody 
can Identify their results. For example, 
the federal government had provided 
research and development incentives 
for 40 years prior to the inception of the 
Scientific Research Tax Credit program. 
Nobody had assessed their 
effectiveness, efficiency, equity and 
priorities during these years, yet the 
government came along, changed the 
program and introduced SRTCs. It had 
not even evaluated what its money had 
purchased during the previous 40 years. 


Tom Koplyay: The government puts up 
a tax program, lets it run and, when 
something goes off the track, it just puts 
a stop to it. And even doing that is quite 
difficult since, for example, transactions 
are not made illegal after the fact by 
legislation that has a retroactive effect. 
The deals and arrangements that have 
been set up to take advantage of these 
benefits are allowed to go through. In 
some cases, as with SRTCs, this 
amounts to billions of dollars. The 
hemorrhaging goes on even after the 
program is stopped. 


Jamie Hood: Grandfathering is fair, but 
it must be very tightly controlled. 


Tom Koplyay: It’s certainly fair from the 
taxpayers’ point of view. But the 
government should recognize that, if it 
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Jamie Hood: "The government finally let 
the MURB program die, but developers 
are still selling residential and 
commercial properties on the basis of 
these soft cost write-offs, which are 

still in the Act." 


decides to use this method to deliver 
incentives, a program may still cost big 
dollars even after it’s cancelled. 


Another concern is the tax practices that 
emerge and remain in the system after 
programs have come and gone. 
Taxpayers learn to react to changes to 
the Income Tax Act and to circumvent 
new provisions. They discover how to 
reap the benefits without contributing to 
the objectives. When programs are 
terminated, avoidance practices linger 
and they're quite legal. The memory 
remains and it can’t be erased by 
Finance. Taxpayers and their advisers 
have become smarter and, when a new 
program is offered, there are many 
more tools available to tackle the 
system with. 


Jamie Hood: A good example is the 
Multiple-Unit Residential Building 
(MURB) program, introduced in 1974. 
The owners of buildings that were 
constructed and rented under the 
MURB program could deduct capital 
cost allowance against income from any 
source. Developers looked at the Act 
and saw that soft costs—landscaping for 
example—could be deducted 
immediately instead of having to be 
capitalized and depreciated, so these 
became an important part of the 
marketing strategy. One study 
concluded that, to acquire an 
investment, MURB investors paid an 
average premium that approximated the 
present value of their future tax benefits. 
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Barry Elkin: "If a government wants to 
offer a tax credit to a particular sector 
of the economy, it has to be able to 
focus the program very narrowly." 


The government finally let the MURB 
program die, but developers are still 
selling residential and commercial 
properties on the basis of these soft 
cost write-offs, which are still in the 
Act. 


Tom Koplyay: MURB is a perfect 
example of a program that went off 
course. It was intended as a rental 
assistance program during a housing 
crisis. Yet, as Jamie indicated, many of 
the benefits may not have floated down 
to the renters. To further complicate 
matters, there were potential conflicts 
between federal and provincial 
initiatives. 


Barry Elkin: This program and many 
others show the importance of 
designing and evaluating programs 
properly, not just by zeroing in ona 
particular program but also by 
evaluating how governments at various 
levels are trying to assist a particular 
sector. Here again, MURB is a prime 
example of two levels of governments 
working at cross-purposes-the federal 
government was encouraging taxpayers 
to increase rental housing while 
provincial governments were instituting 
rent controls and dampening the 
housing activity. They were pulling in 
different directions. 


Alternative delivery modes-regulating a 
sector, giving grants and loans, and 
providing other types of direct 
expenditures to a sector—are available 
and must be contemplated. 


Tax expenditures are best used for 


Tom Koplyay: "The point to remember 
is that the tax system is best used in a 
broad-based fashion that clearly 
defines, within the Income Tax Act, who 
the intended recipients are." 


broad-based programs. If a 
government wants to provide a 
particular incentive to a large part of the 
population, say taxpayers over 65 years 
of age, it can probably do that through 
the income tax system. It’s easy to 
administer; it’s broad-based; age Is the 
only criterion—you’re 65 or you’re not. 
Therefore tax avoidance mechanisms 
are hard to dream up. If a government 
wants to offer a tax credit to a particular 
sector of the economy, it has to be able 
to focus the program very narrowly. 
That becomes a big problem. 


Jamie Hood: Particularly if it wants to 
focus without making the Income Tax 
Act overly complex. The focussing can 
be done but it requires pages and 
pages of legislation. In the past, in 
attempts to focus narrowly without 
getting too complex, legislation writers 
have not included as many details as 
they should have, and the result has 
been leakage all over the place. 


Tom Koplyay: Note the irony-this is the 
crux of the matter. By offering a high- 
incentive program that is narrowly 
focussed, a government may be 
creating a risky situation. When a 
situation arises where a small privileged 
group of taxpayers will benefit and a 
large mass will not, those who are left 
out want to find ways to benefit also, 
and tax practitioners devise schemes to 
beat this narrowly focussed program. 
The ingenuity of the legislation writers at 
the design phase can only go so far. 


The point to remember, as Barry 
pointed out, is that the tax system is 


Jamie Hood: “Focussing problems 
aren't endemic to tax expenditures, but 
it's more difficult to focus with tax 
expenditures. “ 


best used in a broad-based fashion 
that clearly defines, within the Income 
Tax Act, who the intended recipients 
are. That way, there’s less opportunity 
for benefits to flow to unintended 
taxpayers. 


Jamie Hood: Granting programs often 
face problems as well. There are often 
ways of getting around granting 
programs and they can’t always be 
focussed as strictly as one would like. 
Focussing problems aren’t endemic to 
tax expenditures, but it’s more difficult 
to focus with tax expenditures. 


Barry Elkin: The problem of 
incremental benefits is an outcome of 


this focussing problem. Let me illustrate. 


Developers are planning to build 1,000 
houses. The government, who wants to 
encourage the construction of 100 
additional houses, offers to give them 
$10 per house built. It will end up 
paying $10 for each of 1,100 
houses-the 1,000 that would have been 
built anyway and the 100 extra ones. 
That is the incremental factor. How can 
a tax program focus only on the 


incremental effects? That’s very difficult. 


Tom Koplyay: One of the difficulties 
here resides in the fact that a lot of 
economic analysis is required to 
measure this incremental effect. And 
there are so many intermingling effects 
that would interfere with such 
calculations. So we are usually left with 
half an equation—we know what the 
costs are but very seldom what the 
benefits are. 


Barry Elkin: Another by-product of the 


Barry Elkin: “Taxpayers have 
undertaken an incentive-related activity 
but, because they have not yet earned 
income, they can’t use their tax 
Credits. 


focussing problem is the fact that 
there’s an enormous pool of losses in 
the income tax system. A lot of 
incentives have been thrown in but have 
not been used. Taxpayers have 
undertaken an incentive-related activity 
but, because they have not yet earned 
income, they can’t use their tax credits. 
So they try to find ways to cash them 
in-one is to sell their credits to other 
taxpayers. 


Tom Koplyay: Picture these incentives 
as water in a lake being replenished by 
the government, which pumps these 
incentives in so fast that the level of the 
lake is constantly rising. As Barry 
pointed out, taxpayers have not been 
able to use all the incentives that they 
are entitled to and, instead of just sitting 
on top of their unused incentives, they 
devise new schemes, in partnership with 
other taxpayers who have profits and 
can use write-offs. They get together 
and run the incentives out of the lake. 
The water level drops again but not 
because of real economic activity—just 
because of a lot of paper shuffling and 
corporate reorganizations. 


Barry Elkin: The need to define very 
carefully and precisely what you want to 
focus on is another element of the 
focussing problem. For example, what 
words best distinguish between farming 
as farming and farming as a hobby? If a 
tax credit is available to taxpayers who 
purchase Canadian art, how does the 
Act define art? It's not easy. Yet it has 
to be done and it must be made to stick. 


Tom Koplyay: The bottom line is that 


Tom Koplyay: "Instead of just sitting on 
top of their unused incentives, they 
devise new schemes, in partnership 
with other taxpayers who have profits 
and can use write-offs." 


the Income Tax Act-the operating 
framework for our tax system-is 
basically words committed to paper. 
Taxpayers align themselves and 
litigations are resolved according to 
these words. If the government can’t 
capture its intentions in words, then the 
taxpayers have a legitimate basis for 
going to the courts for interpretation and 
beating the system that way. The gap 
between the spirit of the law and the 
letter of the law can cause enormous 
difficulties. 


Jamie Hood: A good portion of the Act 
is designed to prevent taxpayers from 
turning income into capital gains. Yet, if 
a company finds one little loophole, it 
will go through that loophole no matter 
what the intent of the legislation is. And 
the courts will often let the taxpayers do 
it. 


Tom Koplyay: That’s the key. If the 
courts rule in the taxpayers’ favour, the 
floodgates are opened. Now everyone 
can line up and do the same-the courts 
have sanctioned it. Finance then has to 
rewrite everything, design new anti- 
avoidance measures, and publish new 
press releases. Taxpayers then turn to 
other techniques and the process 
begins again. 


Jamie Hood: That's why Finance has 
recently been issuing a string of press 
releases. Precisely because of this 
problem. | think they believe that they 
have clearly expressed the intent of the 
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Jamie Hood: "Often people do not 
realize that foregoing revenue is the 
same as handing out a cheque, that the 
bottom line for the government is the 
same in both cases." 


Act in various ways and that, if the 
business community continually finds 
ways to deny those intents, they will 
keep on plugging the loopholes. But 
closing the door after the horse has run 
out of the barn is not a good solution. 


Tom Koplyay: What Jamie touched 
upon is another dangerous feature of 
the system. Taxpayers have nothing to 
lose by continously attempting to beat 
the system. Only tax savings to win if 
they are successful. There are no 
sanctions to prevent them from trying. 


Jamie Hood: With all these risks and 
problems, why are tax expenditure 
programs used at all? Probably because 
they appeal to the Department of 
Finance and to politicians. They gained 
popularity in the 1970s, at the beginning 
of financial restraint in the federal 
government. Funds were no longer so 
readily available and tax expenditures 
were a good instrument to deliver a 
program without spending funds in the 
classical sense of handing out a 
cheque. As Tom mentioned earlier, they 
are hidden from view and often people 
do not realize that foregoing revenue is 
the same as handing out a cheque, that 
the bottom line for the government is 
the same in both cases. 


Barry Elkin: That way, departments can 
spend money that will not show up on 
their annual financial statements. They 
can reduce direct expenditures and 
declare that they've reduced their 
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bottom line. 


Tax expenditures also enable the 
federal government to intervene in 
provincial jurisdictions. For example, by 
letting taxpayers deduct their medical 
expenses, the federal government is 
intervening in a provincial sector. 


Tom Koplyay: There is a cumulative 
effect too. Because most provincial 
revenues are prorated as a percentage 
of the federal take, any decision by the 
federal government to forego revenues 
through tax expenditure has a direct 
impact on the tax share of the 
provinces. 


Barry Elkin: The third part of our 1986 
Report chapter dealt with Crown 
corporations—how they use the income 
tax system to obtain funds. We gave a 
number of examples, beginning with the 
classic Canadian National (CN) case. 
We had noted in the 1981 Report that 
CN had received double benefits, which 
had resulted from the failure to consider 
all the financial implications of new 
legislation. We revisited Petro- 
Canada’s acquisition of Petrofina. And 
we talked about SRTCs; Crown 
corporations received over $100 million 
through that program. 


It's interesting to note that, when the 
SRTC program was introduced, the 
government estimated that it would cost 
approximately $100 million per year. 

Its own Crown corporations consumed 
that amount. 


Information to Parliament is the last 
issue that we touched on. That’s 
obviously as fundamental as you can 
get-accountability can’t exist without 
information. We strongly believe that 
Parliament urgently needs information 
on tax expenditures to carry out its twin 
roles of considering proposed legislation 
and holding the government 
accountable for the use of public 
resources. 


Tom Koplyay: Claims have often been 
made that tax expenditure information 
cannot be tailored to fit budget 
documents. In fact, it can be done. 


Barry Elkin: Forecasting isn’t a precise 
science, but there’s nothing wrong with 
at least giving ranges. If the government 
intends to implement a program, it 
should do so with its eyes open and 
only after having considered all the 
information that is available. 


Bernard Barry, Audit Principal 

with the Indian and Northern 

Affairs team, contributed the 
following article: 
On Friday, 13 February 1987, Auditor 
General Ken Dye, Principal Bernard 
Barry and CICA Director of Government 
Affairs Dana Clarence visited the Six 
Nations Indian Reserve in Ohsweken, 
Ontario. The visit was at the invitation of 
Six Nations Chief William Montour, who 
wanted to discuss auditing issues with 
the Auditor General of Canada. 


The Onondaga, Cayuga, Seneca, 
Mohawk, Oneida and Tuscarora people 
form the Six Nations (Iroquois in 
French). The Iroquois Confederacy, 
founded in the 14th century, was a 
highly developed political organization, 
which served as model for the United 
States government. 


The visit began with a tour of the Royal 
Chapel of the Mohawks, built in 1785 
(the only Indian Royal Chapel in the 
world and one of the oldest Protestant 
churches in Canada), the band 
administration offices and the lroquois 
Village Centre. The group then took 
time out for a traditional Six Nations 
meal at the Village Inn, which included 
corn soup, roast moose, venison, rabbit, 
squash, potatoes and pickerel, and was 
topped off with a steaming cup of 
sassafras tea. At the luncheon, Six 
Nations artist Steven Smith presented 
Ken Dye, Bernard Barry and Dana 
Clarence with beautiful works of 
traditional pottery, which he had 
designed and made. 


The tour continued apace after lunch. 
The group visited the Iroquois Lodge 
nursing home, the Gane Yohs Medical 
Centre and the J.C. Hill Senior 
Elementary School. The government 
representatives also attended the official 


opening of Bicentennial Manor, a new 
apartment housing project developed 
and built by the Six Nations. 


Finally, during an open discussion 
period, Auditor General Ken Dye fielded 
questions and listened attentively to 
auditing concerns raised by Chief 
Montour and some of his councillors. 


This day provided the Auditor General 
with a rare opportunity to see how the 
Six Nations manage their facilities and 
to meet with Six Nations 
representatives. The visitors enjoyed the 
day tremendously and appreciated the 
generous hospitality of Chief Montour 
and the Six Nations community. 


Six Nations Consultant Russell Moses, 
CICA's Director of Government Affairs 
Dana Clarence, Auditor General 
Kenneth Dye and Chief William 
Montour overlook the Grand River, near 
the Six Nations Indian Reserve, in 
Ohsweken. 


Howard Thomas, President of the Six 


Nations Veterans Association, presents 
a cap to Auditor General Ken Dye. 


Fifty Office employees 
a attended the first meeting of 

the OAG’s MicroClub, a new 

microcomputer users group. 
Supervisor David Willey chaired the 
meeting, which focussed on the Office’s 
information systems structure: Assistant 
Auditor General Dave Marshall talked 
about the mandate and activities of the 
Information Systems Steering 
Committee; Manager Bill Johnston 
described the services provided by the 
Computer Audit Group’s Micro Support 
unit; and Project Leader Guy Dumas 
listed the microcomputer courses 
offered by the Career and Professional 
Development Group. MicroClub is an 
informal group that will meet nine times 
per year; guest speakers, software and 
hardware demonstrations, group 
discussions and information sharing will 
be some of the regular items on its 
agenda. 


Mark O’Connor and David Willey co- 
ordinated the first meeting of the 
MicroClub, the OAG’s first 
microcomputer users group. 


Director Dan Rubenstein’s 
a quill has struck gold again. His 

article "Crisis of Identity: A 

Canadian Observation", 
published in the June 1986 issue of the 
CPA Journal, was selected as one of 
the Journal’s top five 1986 articles. "The 
selection of your article by the above 
[CPA] committees is an indication of its 
excellence and of its relevancy to the 
accounting profession," commented the 
Chairman of the Publications Committee 
of the New York Society of Certified 
Public Accountants (CPA) in his letter of 
congratulations to Dan. The article was 
adapted from the award-winning essay 
that appeared in the January 1986 issue 
of CA Magazine. 


Auditor General Ken Dye 
= spoke to the officer cadets and 

the staff of the Royal Roads 

Military College on 6 March 


1987. His address, on the role of the 


Auditor General of Canada, highlighted 
the importance of that role within a 
parliamentary democracy. "Your 
anecdotes and revelations of the 
problems that you have encountered 
were most interesting and the talk was 
enjoyed by all," wrote Captain A.J. 
Goode, in a letter of thanks to Ken Dye. 


Captain A.J. Goode and Auditor 
General Kenneth Dye 


Auditor General Kenneth Dye 
announced the following 
executive promotions in March 
1987: 


Assistant Auditor General Don Young 
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Don Young was promoted to Assistant 
Auditor General. Don joined the OAG in 
January 1982 under the Executive 
Interchange Program and became a 
permanent member of the staff in April 
1984. Until 1985, he was the Principal 
responsible for the audits of the 
departments of the Environment, and 
Consumer and Corporate Affairs. He 
then headed West to assume 
responsibility for the Edmonton and 
Vancouver regional offices. 


Don is now the Assistant Auditor 
General responsible for OAG activities 
in western and northern Canada, 
including the Winnipeg, Regina, 
Edmonton and Vancouver regional 
offices. He performs the function of 
Auditor General for the Yukon and 
Northwest Territories governments and 
for their territorial corporations, and has 
direct responsibility for federal Crown 
corporations based in the West. He also 
assists Ottawa teams in their audits of 
federal departments, agencies and 
Crown corporations with a presence in 
the West and the North. 


The new Assistant Auditor General has 
already completed a full audit cycle for 
both northern governments, from the 
planning phase to meetings of their 
respective public accounts committees. 
He was responsible for the Northern 
Canada Power Commission special 
examination-the first to be completed 
by the Office under the 1984 
amendments to the Financial 
Administration Act. His comprehensive 
audit of the Northwest Territory Housing 
Corporation is now at the reporting 
phase and he has contributed three 
chapters to annual Reports: 
"Department of the Environment—Parks 
Canada Program" in 1983, "Department 
of the Environment" (the Inland Waters 
Directorate) in 1984 and "Department of 
the Environment-Atmospheric 
Environmental Service" in 1985. 


Don is a member of two focus 
groups-attest and authority, and value 
for money and authority-set up to assist 
the cost-effectiveness study currently 
under way. He has undertaken various 
initiatives to increase the role, 
responsibilities and effectiveness of the 
regional offices. He is Treasurer of the 
Institute of Chartered Accountants of 
British Columbia and Chairman of its 
Finances Committee. He also sits on a 


22 Opinions 


joint committee comprising members of 
the Institute and the Society of 
Management Accountants to explore the 
potential for a merger between the two 
organizations. 


Hobbies? Golf, when time permits. 
Seven years ago, Don abandoned a 
30-year "career" in curling to take up 
skiing, which he does enthusiastically. 
However, Don admits, he mostly "does 
what his wife, his secretary and the 
Auditor General tell him to do, but not 
without giving a contrary opinion." 


Principal Barry Elkin 


Barry Elkin, Group 6 Principal in the 
Audit Operations Branch, was promoted 
to the PX-2 level. He joined the Office 
in October 1982 and is the Principal 
responsible for the audit of Revenue 
Canada, Taxation and the resource 
person for issues related to the income 
tax system. 


He is the principal author of the chapter 
"Income Tax Expenditures" in the 1986 
Report of the Auditor General of 
Canada to the House of Commons, the 
1985 audit notes on the Dome 
Petroleum income tax remission order 
and the income tax implications of 
Petro-Canada’s acquisition of 

Petrofina, and the 1984 audit note on 
the Scientific Research Tax Credit. 


Barry is a member of the MX Promotion 
Review Committee and the Audit Notes 
Committee. He is also a member of the 
two focus groups set up to assist the 
OAG’s cost-effectiveness study. 


Principal Desmond Kimmitt, promoted 
to the PX-2 level, joined the Office as a 
consultant in November 1981 and was 
appointed Principal with the 
Communications Group, in the 
Professional Services Branch, in 1983. 


Desmond’s responsibilities cover a wide 
range of activities. His group publishes 
the magazine Opinions, now into its 
fifth year. He is responsible for a variety 
of communications functions, including 
News from the Executive Committee 
and the annual staff briefing on the 
Auditor General’s Report. 


Desmond's major responsibility is 
providing assistance to Ken Dye in 
writing Chapter 1 of the annual Report, 
"Matters of Special Importance and 
Interest". By attending advisory 


Principal Desmond Kimmitt 


committee meetings and liaising with 
the principals responsible for other 
chapters, Desmond alerts the Auditor 
General to emerging issues. Once Ken 
Dye has identified the major themes of 
his chapter, Desmond has the annual 
task of putting the Auditor General’s 
thoughts into words. In addition, he 
writes the annual Report chapter on the 
OAG’s organization and programs. 


The Communications Principal has 
recently produced an updated version of 
the video on the work of the Office, 
"Meet the Auditor General". He is 
completing a follow-up to his five- 
year-old study on communications in 
the OAG and is assisting with the 
communication aspects of the current 
OAG cost-effectiveness study. 


Desmond is an ex-officio member of 
all advisory committees. He is a 
member of the Audit Notes Committee 
and the task force on OAG Part Ills. He 
also chairs the Professional Services 
Appraisal Review Committee. 


He is an honorary assistant priest at St. 
Bartholomew's Anglican Church, in 
Ottawa. He is keenly interested in books 
and literature, and one of his current 
concerns in this area is John Buchan, 


Lord Tweedsmuir, Canada’s 45th 
Governor General. 


Principal Hugh McRoberts 


Hugh McRoberts, Principal with the 
Efficiency and Effectiveness Group, was 
also promoted to the PX-2 level. He 
joined the OAG in September 1981, as 
a Director in the Effectiveness Audit 
Group. He was promoted to Principal in 
March 1983. He became responsible for 
the Veterans Affairs audit in November 
1985, and for Fisheries and Oceans, 
and Consumer and Corporate Affairs in 
August 1986. 


He is now responsible for the 
Effectiveness audit team and for the 
Fisheries and Oceans, and Consumer 
and Corporate Affairs audits. He 
contributed to the Veterans Affairs 
chapter in the 1986 annual Report and 
co-authored a Carleton University 
Press book in 1985, Ascription and 
Achievement: Studies in Mobility and 
Status Attainment in Canada. He was a 
guest speaker-on effectiveness 
auditing—at the November 1986 annual 
conference of the Canadian 
Comprehensive Auditing Foundation. 


Hugh is a member of the Program 
Committee for the 1987 CCAF 
conference. When he gets a chance, he 
enjoys running, swimming and building 
model aircraft and trains. 


James Ralston was promoted to 
Principal. He is working with the 
Revenue, Finance and Energy Group in 
the Audit Operations Branch. He joined 
the Office’s Energy, Mines and 
Resources team in October 1980, under 
the Executive Interchange Program, and 
became a permanent OAG staff 
member in April 1984, when he was 
appointed Director with the Energy, 
Mines and Resources team. He joined 
the Central Agencies team in 
September 1985. 


Since April 1987, James is the Principal 
responsible for the audits of the 


Principal James Ralston 


Department of Finance, the Treasury 
Board Secretariat, the Office of the 
Comptroller General, the Exchange 
Fund Account and the Parliamentary 
Restaurant. He was a key player in the 
first Petrofina access to information 
court case and was involved in the early 
developmental stages of IDEA 
(Interactive Data Extraction and 
Analysis). He also participated in the 
initial application of the Barringer Bullion 
Analyser to the audit of Canada’s gold 
holdings. 


Physical fitness, horse racing and 
reading are some of James’ favourite 
leisure activities. 


Auditor General Ken Dye 
os (right) is attending the 19 

March 1987 meeting of the 

Finance Committee of the Boy 
Scouts of Canada, at which he 
welcomed Ken Fincham, Executive 
Director of the Canadian Institute of 
Chartered Accountants, as the new 
Treasurer of the National Council. 


Principal David Rattray 
- provided the following update 

on the Canadian International 

Development Agency-St. 
Lucia Legislative Auditor Training 
Project. The training program was 
featured in the AprilQMay issue of 
Opinions. 


The third and final comprehensive audit 
(Customs and Excise) of the CIDA-St. 
Lucia Project will be presented to the St. 
Lucian House of Assembly this summer. 
Previous audits involving the 
departments of Health and Works are 
the planned subjects for upcoming 
Public Accounts Committee hearings. 
The CIDA Project has been extended 
into the fall of 1987 and will include 
computer training in Ottawa for Miss 
Hippolyte, the Auditor General 
Designate, and two of her senior staff. 


OAG Director Dan Rubenstein (left) 
and Principal David Rattray (right) say 
farewell to St. Lucian Prime Minister 
John Compton. 


» 
Bere 
by 4 
~ 3 
. a 


John Cooper was appointed Principal 
with the Computer Audit Group for a 
one-year period, under the Executive 
Interchange Program. He is the 
Managing Director of Management 
Service Bureau, a firm that specializes 
in the integration of information 
technologies. 
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Christopher Hart and William 

Drover, respectively Deputy 

Auditor General and Audit 

Principal with the 
Newfoundland Department of the 
Auditor General, visited the OAG on 18, 
19 and 20 March 1987. They met with 
several OAG staff members, including 
Deputy Auditor General Ed Rowe 
(Professional Services), and Assistant 
Auditors General Ron Thompson 
(Public Accounts of Canada) and Yvan 
Gaudette (Career and Professional 
Development). 


Deputy Auditor General Ed Rowe, 
Christopher Hart and William Drover, 
respectively Deputy Auditor General 
and Audit Principal with the 
Newfoundland Department of the 
Auditor General 


Bob Catlow, the Auditor 

General’s Executive Assistant, 

organized the “surprise" 

luncheon and jotted down 
these few lines for Opinions: 


Ken Dye receives a copy of the IDEA 
software from Mike McMullan. 
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The first day of April was the sixth 
anniversary of Ken Dye’s appointment 
as Auditor General of Canada. To mark 
the occasion, the OAG principals held a 
surprise luncheon in room 1130. Bob 
Cuthbertson, Director of Professional 
Development with the CICA, spoke 
briefly. Following a demonstration of 
IDEA, the principals previewed the 
just-released video “Meet the Auditor 
General” produced by the 
Communications Group. 


Pay Clerk Bernice Bonell left 
the OAG’s Compensation and 
Services team on 30 April, after 
22 years in the public service. 
She had worked in the Pay and Benefits 
unit for 12 of those years. Fifty friends 
and colleagues attended a farewell 
luncheon at the Skyline Hotel and 
presented her with a number of 
gifts-jewellery, perfume and a golf cart! 


Compensation and Services Chief Mary 


Chenier presents a farewell gift to 
Bernice Bonell (right). 


Director Neil Burk has been elected to 
a three-year term on the Board of 
Directors of Associated Information 
Managers (AIM), the professional 
society for information resources 
management (IRM) based in the United 
States. His book on IRM, co-authored 
with Dr. Forest Horton of Washington, 
D.C., will be published this fall by 
Prentice Hall. Its title is InfoMap: A 
Complete Guide to Discovering 
Corporate Information Resources. 


Luis Alejandro Gutierrez—a 
CCAF Fellow from 
Colombia—and Maria Jimena 
Montes exchanged wedding 
vows on 25 April 1987, in Ottawa. 
Several OAG friends and colleagues of 
Alex attended the ceremony and the 
afternoon reception. "The wedding 
ceremony was quite touching,” 
commented Lucie Rochette, 
Opinions’ photographer for the 
occasion. "It was a beautiful, sunny day 
and we enjoyed the celebrations." Best 
wishes from all of us to Alex and 


Jimena! 


Jimena Montes and Alex Gutierrez 
walk down the aisles of Sainte-Famille 
Church, in Ottawa. 


Kenneth Fincham, Executive 

Director of the Canadian 

Institute of Chartered 

Accountants (CICA), presents 
Auditor General Ken Dye with the first 
copy of the IDEA (Interactive Data 
Extraction and Analysis) software. The 
CICA is marketing and supporting a 
commercial version of IDEA through 
Canada Patents and Development 
Limited. 


An addendum to the 
a May(QvJune 1987 issue: The 

Customs and Excise audit 

team, headed by Principal 
Peter Maertens, is preparing Chapter 7 
of the 1987 Report of the Auditor 
General to the House of Commons. 
Audio-visual Technician Lorraine 
Maheux-Paquet contributed the 
excellent photographs of the video 
production crew published in that issue. 


Auditor General Ken Dye 
a presents a Computer Audit 

Group certificate to recent 

graduates of the Computer 


Audit and Controls course: Cyril Lee- 
Shanok, Rachel Gervais and Wilson 


Ford. 


Gérald Gaudet, /D/'s Director 
of Programs, provided this 
update on the activities of the 


INTOSAI Development Initiative 
(IDI): 


IDI is forging ahead. The Directory of 
Information for Audit Training previewed 
at the Sydney Congress is now a reality. 
The first edition was presented to the 
INTOSAI Governing Board on 18 May, 
at the organization’s annual meeting, 
held in Vienna. The Directory contains a 
list of 75 course designs offered by 
more than 15 countries, case study 
outlines, a number of training models 
and lists of audit methodologies and 
not-for-profit audit training 

institutions. IDI also presented its first 
Annual Report-published in INTOSAI’s 
five official languages—during the Vienna 
meeting. 


Preliminary training needs assessments 
have been conducted in INTOSAI 
regional groups and with supreme audit 
institutions (SAls) in Europe, the 
Caribbean and Central Ameria. The 
consultations have confirmed that IDI 
must focus its efforts in a number of 


areas, including human resource 
development, training workshops for 
managers and audit workshops 
modelled on the ASOSAI-IDI seminar 
offered in Manila last fall. 


In May, IDI staff participated in a 
seminar, in Nairobi, for the English- 
speaking SAls that are members of 
AFROSAI. The seminar, sponsored by 
Kenya, the Commonwealth Secretariat 
and IDI, brought together 32 participants 
from 18 African SAls. It provided IDI 
with an opportunity to consult with the 
delegates on their regional and 
subregional training requirements and to 
develop a tentative training plan for the 
coming year. 


Assistant Auditor General Yvan 
Gaudette and /D/ Director of Programs 
Gérald Gaudet discuss regional 
training needs with Mohamed Maged 
Hamza, Vice-President of Egypt's 
Central Auditing Organization, and D.G. 
Njoroge, Controller and Auditor General 
of Kenya. 


Manager Michel Garneau 
contributed the following 
article: 


On 19 and 20 May 1987, staff members 
of the Office of the Commissioner of 
Official Languages (OCOL) attended, at 
the OAG, an OCOL course on audit 
methodology, designed to familiarize 
them with their new audit manual. The 
manual was written by OCOL Research 
Officer Michael Johnston, under the 
supervision of Complaints and Audits 
Director General Jean-Claude Nadon 
and Associate Director General Lyon 
Weidman. 


The OAG played an advisory role in the 
preparation of the OCOL manual. 
Assistant Auditor General Robert 
Lalonde, Director John Turnbull and 
Manager Michel Garneau worked on 
the project. They also instructed the 


group on several components of the 
manual: audit evidence and findings, 
and planning and time management. 
Principal David Rattray presented the 
reporting component. 


Director John Turnbull 


A delegation from Zaire’s audit 
c office visited the OAG on 7 

May 1987. Its President, Kengo 
Wa Dondo (right), other Zaire 
representatives and several officials 
from the Embassy of the Republic of 
Zaire in Canada met with Auditor 
General Ken Dye and Deputy Auditor 
General Raymond Dubois. 


The Career and Professional 


Development Group held a farewell 
luncheon for Jean-Pierre Hick on 3 
April 1987. More than 45 colleagues and 
friends gathered at the Macdonald Club 
to celebrate Jean-Pierre’s new 
professional venture-a private sector 
counselling agency-and to offer tokens 
of their appreciation. 
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This year marks the tenth anniversary of Canada’s 
Auditor General Act. To give it the full title, “An Act 
Respecting the Office of the Auditor General of Canada 
and matters related or incidental thereto” received royal 
assent on 14 July 1977 and became law on 1 August of 
that year. 


Its passage through Parliament was the culmination of 
many years’ discussion and, at times, controversy. And 
the Act itself achieved a number of milestones. It re- 
emphasized the independence of the Auditor General; it 
established the Office as a separate employer; it 
broadened the Auditor General’s access to information; 
and it allowed him to submit to the House of Commons a 
special report on any matter of urgency. 


However far and away its most important provisions 
were those that instruct the Auditor General to report to 
the House instances where public money has been spent 
“without due regard to economy or efficiency”, and 
“where satisfactory procedures have not been 
established to measure and report the effectiveness of 
programs, where such procedures could appropriately 
and reasonably be implemented.” 


These value-for-money provisions opened the door to 
the Office of the Auditor General of Canada becoming a 
pioneer in comprehensive legislative auditing. Despite 
some initial scepticism—and indeed a measure of 
controversy continues to surround the concept—the 


worth of broad-scope auditing has been eloquently 
confirmed in the decade since the proclamation of the 
Act. Today, most of Canada’s provincial auditors general 
have a value-for-money component in their legislation, 
the principles of comprehensive auditing have been 
espoused throughout the world, and have been 
developed for use by municipalities, by non-profit 
organizations and in the private sector itself. Indeed in 
many ways comprehensive auditing has challenged and 
changed our traditional ideas of the very nature of 
auditing. 


So, by any measure, the Auditor General Act of 1977 was 
a landmark event in the world of legislative auditing, for 
the auditing profession, and in the history of Canada. 


es 


Kenneth M. Dye, FCA 
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Ensuring the Cost 
Effectiveness of 
Comprehensive Audits 


by Vinod Sahgal 
Principal, Professional Practices Group 


Comprehensive auditing has come a 
long way in the last decade. It has 
proved to be a valuable instrument in the 
hands of the auditor. Indeed, this 
broader scope of audit is changing the 
nature of auditing and the way auditors 
regard their profession. But is 
comprehensive auditing too expensive? 
How does one ensure that its value-for- 
money component itself provides value 
for money? These are questions that the 
Office of the Auditor General of Canada 
(OAG), with its extensive experience in 
comprehensive auditing is asking. 


This is the first of two articles by Vinod 
Sahgal describing the special project on 
the cost effectiveness of the OAG’s audit 
work. His experience includes private 
sector external and internal auditing; at 
the OAG he has had responsibility for 
conducting comprehensive audits of the 
Department of Veterans Affairs and of 
Transport Canada—Surface, Marine and 
Air and related Professional 
Development activities. 


Vinod Sahgal explains how the Office of 
the Auditor General conducted the Cost 
Effectiveness project. The second article 
will appear in the Winter 1988 edition of 
Opinions, giving the project results. 


The challenge 

In September 1986, the 
Executive Committee agreed to 
the Professional Practices 
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Group’s proposal to launch a special 
project to review the cost effectiveness of 
the Office’s audit work. This decision 
reflected the evolving nature of our 
experience in the theory and practice of 
comprehensive auditing based on the 
Auditor General Act of 1977. As the key 
proponent of the underlying concept of 
comprehensive auditing and a major 
practitioner, under the leadership of 
Kenneth Dye, the Office of the Auditor 
General has been on the leading edge of 
an evolving profession. It is the largest 
single practitioner of value-for-money 
auditing in Canada. This puts us in an 
ideal position to take inventory and ask 
questions that no-one else is really ready 
to ask. 

- what results do we want to 

accomplish; and 

- what should they cost? 
The answers to these questions can 
provide a focus on further improvements 
in the cost effectiveness of our audit 
work. There is a challenge facing the 
profession of which we represent a 
significant part. 


A history of experience 

With ten years of experience 
significant progress has been 
made in gaining a greater 
knowledge of methodology, techniques, 
staffing, objectives and application of 
comprehensive auditing. We have seen 
the evolution of many different 
approaches for conducting 
comprehensive audits. At the federal 
level, we have covered at least once, all 
major government departments and 
agencies and many Crown corporations. 


The benefits of value-for-money auditing 
in the public sector have been 
recognized increasingly at all levels of 
government and around the world as 
well. Within Canada, the Canadian 
Comprehensive Auditing Foundation 
(CCAF), the Canadian Institute of 
Chartered Accountants and the Society 
of Management Accountants of Canada 
are developing the concept further. 
These institutions are involved with the 
promulgation of standards, conducting 
research and documenting methodology 
to improve the state of the art. 


In the immediate years to come, we are 
going to have to show our clients, in our 
case Parliament, that comprehensive 
auditing is a mature concept and a 
thoroughly professional one. As Auditor 
General of Canada Kenneth Dye said at 
the CCAF Conference in December 
1986, “It’s not a time for complacency on 


the part of those of us who view 
comprehensive auditing as a permanent 
force for enhancing accountability.” He 
went on to say that comprehensive 
auditing will be judged in terms of our 
accomplishments, including its cost 
effectiveness. 


It is necessary for practitioners like 
ourselves to periodically determine how 
far the concept has progressed and to 
determine its current status in relation to 
the achievement of overall objectives. In 
this context it was considered 
appropriate to have an independent 
assessment of how the Office could 
further: 


- improve its product; 
- improve the efficiency of audit work; 


— identify and control its overhead 
costs; and thereby 


- enhance the general performance of 
the Office. 


The cost effectiveness 
project 

The importance of cost 
effectiveness has come to 
assume considerable significance in the 
public and private sectors as we 
approach the late eighties and nineties. A 
formal management consulting 
assignment, under the leadership of 
Kenneth Belbeck Chairman of the 
management consulting firm, Stevenson 
Kellogg Ernst & Whinney (SKE&W), was 
approved in December 1986 for work to 
be carried out in the first half of 1987. 
The purpose was to make 
comprehensive auditing activities of the 
Office more cost effective. A final report 
was presented to the Executive 
Committee in August 1987. My second 
article will discuss the results of the 
project and the proposed actions flowing 
from the report. 


The scope of the special project on the 
cost effectiveness of the OAG’s audit 
work covered a number of significant 
areas: the Audit Operations Branch, 
Career and Professional Development, 
Professional Practices, Program 
Evaluation and Internal Audit. 
Specifically excluded were special 
examinations in Crown corporations, 
since the concept is still in an early stage 
of development; and Administrative 
Support Services, since they had been 
recently audited by the Public Service 
Commission and our Internal Audit 
Group. 


| 
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Going about the work. Two 
Be phases 

Ken Belbeck was asked to focus 

his efforts on improving 
productivity and enhancing the quality 
and effectiveness of audits in the 
judgement of the Office. To minimize 
duplication, no effort was intended to 
validate or extend ongoing work being 
done by the Office’s own Program 
Evaluation and Internal Audit Group, 
particularly in the area of measures of 
effectiveness. 


The first phase was largely conducted 
during the period January to March 
1987. It involved three significant tasks 
that provided an important reference for 
the rest of the project. The work was 
designed to assist in the identification 
and development of specific areas where 
cost effectiveness may require further 


attention. 
communicated and commonly 


understood statements on audit 


philosophy, policy and goals provides a 
framework for cost effective audit work. 


Philosophy, policy and goals 
Clearly articulated, well 


To assess areas for further improvement 
in this field, the examination covered a 
review of published material in the 
Comprehensive Auditing Manual, studies 
carried out in recent years that looked at 
potential for improvements, and actions 
taken on their recommendations. At the 
request of Ed Rowe, Deputy Auditor 
General Professional Services Branch, 
written observations were solicited from 
all assistant auditors general and other 
principals in the Office. Information 
collected was then consolidated by the 
Professional Practices Group and a 
statement of issues prepared. The issues 
raised were debated by small focus 
groups set up by Ken Belbeck for this 
purpose comprised of senior 
professionals from within the Office and 
from Ken Belbeck’s firm. One group 
dealt with the attest and related authority 
work carried out under Section 6 of the 
Auditor General Act. The other group 
discussed issues relating to the value- 
for-money component and the related 
authority audit work that is entailed 
under Section 7 of the Act. 


The groups developed eight specific 
propositions for improving the cost 
effectiveness of our work. These were 
presented to the Executive Committee 
for initial reaction and subsequently 
presented to all principals in a special 


meeting called by Kenneth Dye. An 
interim report on the propositions 
debated at the meeting was issued to the 
Executive in March 1987 for their 
consideration. 


The people have their say 
Also included in Phase | was an 
employee attitude survey. The 
purpose of this step was to 
solicit the views of all staff on a wide 
variety of subjects such as job 
satisfaction, career progress, 
management, Office philosophy and 
working conditions. The response rate to 
the survey was well above the norm. 


The Survey Questionnaire was 
developed by SKE&W in consultation 
with the Executive, tested on a pilot basis 
and then mailed to all employees. 
Responses were sent directly to SKE&W, 
analyzed in Toronto and a report issued 
to the Executive. The Auditor General 
provided a copy of SKE&W’s report to all 
principals in the Office and encouraged 
all employees to read the report. The 
results drew attention to areas for further 
consideration ... “any changes in our 
organization and the way we do work 
must wait until we have had time to 
examine what the whole study has to 
say,” said Ken Dye. The survey provided 
perspective and direction to the larger 


> 


study including useful information for 
immediate consideration. 


The results of the survey were discussed 
at a meeting for deputy and assistant 
auditors general. In addition, four 
syndicates set up at the Principals’ 
Conference in June 1987 focussed 
respectively on communications, career 
progress, management issues, and audit 
philosophy which were identified as key 
issues in the survey responses. The 
syndicates reported their views to the 
Executive Committee and to Ken 
Belbeck. 


Recent audits reviewed 

The final segment of Phase | 
was to review all significant 
aspects of a selected number of 
recently completed audits of varying size 
to identify specific opportunities for 
improvements. This review was designed 
to be carried out in full consultation with 
members of staff involved in the planning 
and conduct of the audits, including in 
the case of the public accounts audit, the 
review of instructions provided by the 
functional responsibility leader 
responsible for central direction to all 
teams. How to sustain “unassailability” of 
results at lower cost was the key 
question addressed. 


Consultant Brian Corbishley Stevenson Kellogg Ernst & Whinney, Principal Vinod 
Sahgal and Chairman Kenneth Belbeck SKE & W are discussing the results of the 


Survey Questionnaire. 
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The review results were presented to the 
Executive by Ken Belbeck and his team. 
Many potential opportunities for further 
improvement were identified. These 
provided important input into the second 
major phase of the cost effectiveness 
study. The Executive Committee 
emphasized to all staff after this meeting 
that the achievement of high quality 
audits which are also cost effective is an 
urgent priority for the Office. 


Opportunities for 

improvement 

Whereas the work carried out in 

the first phase of the Project 
was largely diagnostic, Phase Il, 
conducted from April to July 1987, was 
designed to examine specifically where 
and how the potential opportunities for 
improvement could be realized. It 
involved a review of eight major areas to 
collect data providing the basis for Ken 
Belbeck’s overall recommendations to 
the Executive in August 1987. 


People are the vital resource 

The first area covered was the 

overall human resource function 

including the Career and 
Professional Development Program, the 
performance review process, the process 
leading to promotions, skill requirements 
for the kinds of audit work we do, 
recruiting procedures and initial training 
of more senior staff who come to the 
Office from outside. The knowledge and 
skills provided by the employees are the 
most significant asset of the Office. 
Examining this area was intended to 
provide the opportunity to strengthen the 
quality of our audit work and further 
optimize the cost of professional 
development and training provided to 
employees. 


Partnership with the 

profession—contracting out 

The objective here was to 

examine methods used by the 
Office to engage professional service 
contractors and assess the feasibility of 
contracting out attest audits in certain 
entities. The tasks included reviewing 
Office policy, intentions and current 
practices, surveying major users of 
contract personnel for feedback and 
suggestions; and an examination of 
possible cost reduction by contracting 
out execution of attest audits. The 
experience of the Province of Alberta’s 
audit office in contracting out audits was 
reviewed. 
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Overhead costs and 

associated activities 

The objective was to understand 

the nature and extent of 
overheads particularly in the Audit 
Operations Branch with a view to 
identifying opportunities to economize 
further and satisfy line auditors that the 
amount of overhead charged to their 
audits is indeed reasonable in the 
context of the Office’s overall objectives. 
Major cost areas were examined to 
identify opportunities for economies 
including the need for tighter 
management control and more relevant 
information to manage audit operations. 


Audit planning 

This area included a review of 

the five-year planning activity, 

the annual plan development 
and budget challenge review process, 
the process for setting Audit Operations 
Branch priorities and a search for 
opportunities to further improve the 
nature, frequency and selection of our 
value-for-money audits. The objective 
was to review overall Office planning 
processes and to identify the impact on 
cost effectiveness of our audit work. The 
way the Branch plans the utilization of its 
people was a key element in this 
exercise. 


The experience of others 

This work was intended to 

provide ideas and support for 

recommendations in specific 
areas identified earlier in Phase | of the 
project. The work was largely carried out 
by two Assistant Auditors General from 
Audit Operations Branch, Len 
McGimpsey and Doug Deeks, who 
visited the United States General 
Accounting Office and the United 
Kingdom’s audit office for this purpose. 
The specific issue areas they covered 
were: scoping, fact clearance, link 
between attest and value-for-money, 
contracting out and duration of 
comprehensive audits. They issued a 
report on their observations to Ken 
Belbeck and the Executive on their 
return to Canada. 


Developing methodology 
This area covers all aspects of 
methodology development at 
the Office of the Auditor 
General. These include the role of the 
Methodology Development Committee, 
the methodology work done by the 
functional responsibility leaders and 
other professional staff in Audit 
Operations Branch as well as the co- 


ordination work done by the Professional 
Practices Group that acts as a secretariat 
for the Methodology Development 
Committee, the Independent Advisory 
Committee and the Research and 
Discussion Paper Review Panel. 


The objective was to identify 
opportunities to further enhance the 
Office’s leadership in legislative auditing 
and to increase the production and 
dissemination of methodology for the 
benefit of all professional staff 
responsible for the conduct of audits. 


Interviewing departments 

The purpose here was to gain 

an independent and supportable 

view of issues of cost 
effectiveness of the Office’s audit work in 
the context of ‘client relations’. Ten to 
twelve departments were selected for this 
purpose. Some of the key issues covered 
in these interviews with senior 
departmental officials included the role 
of project reports, timing, frequency and 
contacts at various levels in the 
department. A major focus was to 
explore ways to strengthen relationships 
that would enhance the quality and 
economy of the audit. 


Organization and leadership 
The objective of this important 
exercise was to examine 
generally how the Office is 
organized and led, with particular 
attention to the setting of goals and 
direction to professional staff, 
management style, administration of 
Audit Operations Branch, the size and 
nature of audit groups and departmental 
teams, positioning of functional 
specialists, reporting relationships and 
levels of authority. The function of the 
regional offices was also examined. 


The people involved in the 

project 

The project has been sponsored 

by the Professional Practices 
Group where the planning for this project 
commenced in the Fall of 1986. The work 
was Carried out to a large extent, under 
the leadership of Ken Belbeck, by a team 
of consultants from SKE&W: Peter 
Johnson, Phil Daniels, Brian Corbishley, 
Mike Meagher, Ron Robinson, Bob 
Tyrrell, Chris Reid and Phil Fontaine. 
Also, many professionals from within the 
Office worked together with SKE&W on 
various aspects of the review. Some of 
the key individuals include: Ray Foote, 
Sam Gelman, Jean-Pierre Plouffe, 
Wayne Gilmour, Desmond Kimmitt, 


Henry McCandless, Henno Moenting 
and Irmie Sangster. Ken Belbeck worked 
closely with the Executive Committee 
and senior management throughout the 
project. Vinod Sahgal acted as a co- 
ordinator for the review. 


Anticipated benefits 
ES The study will have major 

implications for the Office. Its 

findings are expected to: 


- further strengthen the Office’s 
leadership in comprehensive 
auditing; 


- explore alternatives to planning and 
conducting audits so that they 
continue to be of high quality and as 
cost effective as possible; and 


- assess objectively the experience of 
the last ten years to identify what we 
can do better and how we can do it. 


As Ken Dye informed the PAC in March 
1987, in the context of the additional 
workload that will come our way as a 
result of being appointed auditor of six 
more Crown corporations by 1 January 
1989: “before asking for additional 
money for this work | want to make sure 
that we have explored every alternative 
for squeezing more out of our existing 
resources.” 


Action can be anticipated that will 
enhance the performance of the Office 
by a better and even more cost effective 
focus for its audit personnel and 
products; an improved understanding of 
the kinds of human and other resources 
such as methodology and training we 
must plan to have and use to serve 
Parliament; and a stronger relationship 
with key institutions in our environment. 
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Do We Need To Change 
Our System of 
Acountability For Deputy 
Ministers? 


by Gordon Osbaldeston, P.C., O.C. 


Gordon Osbaldeston, P.C., O.C., is 
Senior Fellow of the National Centre for 
Management Research and Development 
at the University of Western Ontario’s 
School of Business Administration. 
Gordon Osbaldeston’s distinguished 
career as one of Canada’s senior civil 
servants culminated in his becoming 
Clerk of the Privy Council and Secretary 
to the Cabinet from 1982 to 1985. 


In June 1986 Gordon Osbaldeston was 
asked by the then Deputy Prime Minister 
to undertake an independent study of 
accountability in the federal public 
service. He accepted because of his 
personal commitment to the concept that 
a clear accountability structure is a key 
requirement for democratic control and 
for effective government. 


The major focus of his study is the 
accountability of the deputy minister in 
the context of the federal government. 
The objectives of the study are to: 


- map, or understand, the current 
accountability system in the federal 
government in terms of its legal or 
formal elements as well as its informal 
processes; 


- develop an understanding of how 
deputy ministers presently carry out 
their functions and responsibilities 
within the context of this 
accountability system; and 


— present suggestions or 
recommendations which could 
improve the present accountability 
system in the federal government. 


In this paper, Gordon Osbaldeston 
provides his analysis and evaluation of 
two proposals that have been made 
during the last ten years for a change in 
the accountability system for deputy 
ministers. First, he examines the 
proposal to politicize the public service. 
Second, he assesses the proposition of a 
separate or what he calls a parallel 
system of accountability, whereby the 
deputy minister is accountable to 
parliamentary committees for 
administration while the minister remains 
responsible for policy. 


The question of the accountability of 
deputy ministers relates very closely to 
the work of the Office of the Auditor 
General. Opinions therefore asked 
permission of Gordon Osbaldeston to 
publish his paper which is clearly a 
significant contribution to what is an 
ongoing debate; and all the more 
valuable because of Gordon 
Osbaldeston’s unique public service 
experience. 


In our next edition, we will be publishing 
excerpts from a roundtable discussion 
sponsored by Opinions on the issues 
addressed by Gordon Osbaldeston. 
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Definition of Accountability 
In undertaking this study, a 
major challenge was defining 
the essential features of 
accountability. Since | will be using this 
elusive term repeatedly, let me clearly 
state my meaning. 


Accountability is the obligation of an 
individual to answer to a person or group 
for the exercise of responsibilities that 
they have conferred on him or her. 


Accountability of a deputy minister in the 


parliamentary system of government 
necessitates a direct authority 
relationship based on legislation or 
constitutional convention. 


A deputy minister can have an obligation 
to answer questions or provide 
information to another group without 
having to accept direction from that 
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“The heart of the accountability system 
is the responsibility of ministers to 
Parliament and the accountability of 
deputy ministers to ministers.” 


group. Similarly, a deputy minister can 
have various agreed responsibilities to 
clients, staff or the general public but 
these groups do not confer authority on 
the deputy minister and cannot hold the 
deputy minister accountable to them. 
Although seemingly subtle, these 
distinctions are fundamental to the 
nature of our parliamentary system. 


Chain-of-Command 

The heart or core of the 
accountability system for 
parliamentary government is the 
responsibility of ministers to Parliament 
and the accountability of deputy 
ministers to ministers. The bringing 
together of the professional expertise of 
Officials in policy development and 
management with the political 
leadership, direction and responsibilities 
of ministers is one of the strengths of our 
current system. This helps to ensure 
accountable, democratically controlled 
and effective government. 


This type of accountability, with the 
deputy minister clearly accountable to 
ministers, can be characterized as chain- 
of-command accountability. The 
conventions of the parliamentary system 
dictate that it is the minister who is 
responsible to Parliament for the actions 
of the department in all matters of 
politics, policy and administration. Thus, 
the power and authority to govern is 
provided through statute to individual 
ministers appointed by the Crown as 
long as they maintain the confidence of 
the House. 
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“This type of accountability, with the 
deputy minister clearly accountable to 
ministers, can be characterized as chain- 
of-command accountability.” 


The minister can be viewed as the key 
buckle or hinge between the 
Government and Parliament. Ministers 
delegate authority to deputy ministers, 
but they cannot delegate their own 
inherent responsibility. 


A long-standing feature of the Canadian 
and British parliamentary systems is that 
the deputy minister has no constitutional 
responsibility or identity distinct or apart 
from ministers. Deputy ministers are 
expected to provide non-partisan policy 
advice and management support, and 
are legally precluded from political 
activities. This principle of public service 
neutrality has been reinforced by the 
accepted practice that public servants 
should remain anonymous. 


These foregoing basic principles have 
established a clear hierarchy of 
accountability relationships. Parliament 
is responsible and accountable to the 
people. Ministers are accountable to the 
Crown and to Parliament. Deputy 
ministers are accountable to ministers, 
including the Prime Minister. 


Requirements for 
Accountability 

In my experience, there are four 
major requirements for a 
healthy accountability process between 
deputy ministers and ministers: 


— the minister must understand the role 
of a minister, fully accept ministerial 
responsibility for his or her portfolio, 
and be capable of maintaining the 
confidence of the Prime Minister, 
Cabinet colleagues and Parliament; 


“The minister can be viewed as the key 
buckle or hinge between the 
Government and Parliament.” 


- the minister and deputy minister must 
develop a rapport, a common agenda, 
and a working relationship that is 
based on mutual respect for, and 
understanding of, their respective roles 
and priorities; 


- the minister's staff must be competent 
in organizing his or her schedule and 
correspondence; in providing political 
advice and support to the minister, and 
in maintaining a co-operative 
relationship with departmental 
Officials; 


- the deputy minister must be able to 
manage the department in such a way 
as to achieve ministerial priorities, 
meet the collective requirements of 
Cabinet, and receive the necessary co- 
operation and support from other 
departments and key groups. 


When these conditions are in place, 
ministers and deputy ministers are able 
to work effectively as teams achieving 
desired program or policy changes or 
administrative improvements. When 
these conditions are not in place, severe 
problems can emerge, resulting in 
ineffective ministers, public and 
parliamentary criticism, and inefficient 
and unresponsive management. 


First Proposal for change: “Deputy 
Ministers have to be Political in the 
Present Government Context. We 
Should Recognize this Fact and 
Appoint Them Accordingly.” 


This proposal for change favours 
appointing deputy ministers who are 


“Deputy ministers are expected to 
provide non-partisan policy advice and 
management support.” 


political in a partisan sense. It states that 
top management jobs in the public 
service are inherently partisan political in 
nature because they involve so many 
value judgements about policy. 


This school of thought argues that the 
job of a minister is so large and 
burdensome that a politically partisan 
deputy minister is required to share the 
job with the minister. Only deputy 
ministers who share the minister’s 
partisan political view of how to 
approach a particular policy should be 
recruited. This argument also implies a 
bias against career public servants 
regardless of their intimate knowledge of 
the policy field. It represents a school of 
thought that assumes one cannot 
separate politics from policy, 
management, or administration at the 
level of deputy minister; and it also calls 
into question the distinction in the 
Westminster model between support to 
the minister as a minister of the Crown 
for the purpose of governing versus 
support to the minister as a party 
politician. 


It is an argument that has been used to 
justify the removal of deputy ministers in 
some provincial governments in Canada, 
and it forms the basis of the appointment 
system in the United States. 


More Political or Partisan 
Deputies Could Undermine 
Ministerial Responsibility 
We all know that deputy 
ministers play a major role in policy 
formulation and have to be politically 
sensitive to be effective. Without a clear 


“The proponents of the politicization of 
our public services ignore history, 
human nature and politics.” 


understanding of the implications for the 
minister of policy proposals or program 
changes, it is not possible for a deputy 
minister to provide adequate and 
appropriate support. 


However, most of the advocates of this 
proposal are not satisfied with simply 
politically sensitive and responsive 
deputy ministers. They want deputy 
ministers who will move considerably 
beyond the traditional notions of 
anonymity or neutrality of public 
servants. They want deputy ministers 
who will advocate policies and defend 
policies on behalf of the government. 
They want deputy ministers to engage in 
furthering the position of the governing 
party, even though the issues are matters 
of partisan political debate. There are 
some who want to have the best of both 
worlds: they want deputy ministers to be 
drawn from the public service because of 
their governmental skills and knowledge 
and they also want them to engage in 
partisan political activities. 


Eventually, all the advantages of a 
professional public service which 
understands government and which has 
particular skills in management and 
administration would be lost. Rather than 
bringing a separate set of skills and 
aptitudes to a job, the deputy minister 
would bring political skills similar to 
those of the minister without the degree 
of expertise or knowledge of 
departments or government that public 
servants need to possess. Such an 
approach would be counterproductive 
politically because the advice on policy 
and how it is likely to be received rests 


“We are fortunate that Prime Ministers in 
recent years have refrained from opening 
up deputy ministerial appointments to 
partisan political appointees.” 


largely on the deputy minister's 
knowledge of the clientele, the 
department, and the government. Worse, 
we would end up with solely patronage 
appointments. 


The proponents of the politicization of 
our public services ignore history, 
human nature and politics when they 
urge Canadians to believe that partisan 
political appointments will be made on 
the basis of merit. They won't. They will 
be made on the basis of political ties, and 
only if we citizens are lucky, on merit. 


The argument that the public services of 
Canada should be politicized has major 
weaknesses which need to be examined 
very carefully before we start changing 
the appointment system for deputy 
ministers. AS Canadians, we are 
forturiate that Prime Ministers in recent 
years have refrained from opening up 
deputy ministerial appointments to 
partisan political appointees. 


Second Proposal: Establish a Parallel 
Accountability System With Deputy 
Ministers Accountable to 
Parliamentary Committees for 
Administration. 


The second proposal for change can 
best be characterized as a parallel 
system of accountability. It advocates 
dividing the accountability of deputy 
ministers and ministers into two parts, 
policy and administration, and requires 
deputy ministers to be directly 
accountable to parliamentary 
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“One of the major purposes of an 
accountability system is to ensure 
responsive and effective government.” 


committees for administration. This 
proposed change claims to be consistent 
with the concept of a neutral political 
public service. However, on closer 
examination, we see that it advocates 
some unfortunate major modifications to 
our current accountability system for 
ministers and deputy ministers. 


This parallel accountability proposal for 
change is based on the following three 
premises. The first premise is that 
government is now too big and complex 
for ministers to be accountable for 
everything that happens in huge 
departments and those who are really 
responsible—deputy ministers and 
public servants—are not held sufficiently 
accountable in a public way for their 
actions. 


The second premise is that the way to 
distinguish ministerial and deputy 
minister accountability is by clearly 
separating responsibility for policy and 
administration. The rationale here is that 
policy decisions require political 
judgements, while administrative 
decisions should ensure that programs 
are managed economically, efficiently, 
and effectively. Thus, deputy ministers 
should be primarily accountable for 
administration and management of the 
department and its resources. 


The third premise is derived from the first 
two. Since deputy ministers should be 
primarily accountable for management 
and administration, and since they are 
key players in the expenditure of public 
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“The idea of parallel accountability of 
deputy ministers for administration is 
based on unrealistic assumptions.” 


funds, deputy ministers should be 
accountable or responsible to the Public 
Accounts Committee, and to other 
parliamentary committees, for 
administration. 


A Counter-Argument to 
Parallel Accountability 
Upon examining this change 
option, | find it is less than 
convincing. One of the major purposes 
of an accountability system is to ensure 
responsive and effective government. 
The division of roles between deputy 
ministers and ministers has contributed 
to strengthening management in 
government and enhancing the quality of 
the public service, while ensuring that 
the public service remains politically 
directed, responsive and well-managed. 


In many ways, | find the idea of parallel 
accountability of deputy ministers for 
administration is based on unrealistic 
assumptions about the ability to 
distinguish between policy and 
administration; naive notions of the 
essential characteristics of ministerial 
responsibility and the deputy minister- 
minister accountability relationship; and 
the inappropriate adoption of private 
sector notions in management. 


| will examine each of the three main 
premises of this proposal for parallel 
accountability of the deputy minister and 
minister. 


Size and Complexity of 

Government: Implications for 

Ministerial Responsibility 

It must be agreed that the size 
and complexity of government has made 


“The size and complexity of government 
has made it more difficult for ministers to 
direct and manage their departments.” 


it more difficult for ministers to direct 
and manage their departments. This has 
raised some perceived problems and 
challenges regarding the accountability 
of bureaucrats to elected leaders for their 
management performance. There is no 
doubt that the fact of government as a 
huge, complex business has made it 
difficult for even the so-called 
professionals to understand it fully. 


| do find, however, that these arguments 
about change of scale in the nature of 
government are overstated. Ministers 
have never exercised detailed 
administrative control over their 
departments. Also, parliamentary 
institutions and ministerial functions 
have been strengthened considerably 
over the past 75 years by the addition of 
the Public Service Commission; the 
strengthening of the Office of the Auditor 
General; the change in the role of the 
Treasury Board and the budgetary 
process; the development of special 
agencies such as the Commissioner of 
Official Languages and the Office of the 
Information Commissioner; the 
improvement of information to 
Parliament such as Part Ill of the 
Estimates; and the enactment of access 
to information legislation. 


The recent parliamentary reforms 
involving the committee system can be 
viewed as a positive effort to increase the 
involvement of Members of Parliament in 
parliamentary functions. The challenge is 
to respond to the need for Parliament to 
play its legitimate and important role of 
government scrutiny and to adapt to the 
challenges of departmental complexity, 


“The notion that departmental policy is 
formulated by politicians and then 
implemented by officials is a very 
simplistic view of government.” 


without eroding the basic principles of 

the Canadian parliamentary system that 
ministers bear the responsibility for the 

proper functioning of the government. 


The notion that departmental 
policy is formulated by 
politicians and then 
implemented by officials is a useful but 
very simplistic view of government. The 
reality is that policy is constantly being 
adapted and changed through the 
political and administrative process in 
response to public pressures and 
administrative or management problems. 
Many proposals for a change in policy 
emerge from problems in administrative 
processes. 


E Policy versus Administration 


There has been a tendency to think that 
government, like the private sector, can 
neatly separate goals, objectives or 

_ policies from management and 
administration, and then judge 
administration on the basis of some 
scientific management criteria. Even at 

_ the level of the tax auditor, the fisheries 

_ Officer, the Indian Affairs employee, or 

_ the customs or immigration officer, 

| administration has many considerations 

which are not related strictly to 

efficiency, economy, or some bottom- 

line criteria. 


Another problem with the separation of 
policy and administration is that it 
implies that the minister's domain should 
be policy only, while deputy ministers 

| should become princes of 
administration. There is an underlying 
cynicism about politics and democracy 


“There is an underlying cynicism about 
politics and democracy which underlies 
this idea of parallel accountability of 
deputy ministers for administration.” 


which underlies this idea of parallel 
accountability of deputy ministers for 
administration. | am uncomfortable with 
the idea that efficiency criteria or the 
judgement of officials would be 
substituted for political judgement and 
democratic will. This suggests to me that 
the tyranny of accountants would 
replace the democratic will, all in the 
name of efficiency. 


Accountability of Deputy 

Ministers to Parliament for 

Administration 

The third aspect of the parallel 
accountability option implies that 
accountability would be improved if 
deputy ministers were directly and 
formally accountable to Parliament. 
However, separate accountability of 
deputy ministers to Parliament for 
administration could have adverse 
implications for the ability of ministers to 
hold deputy ministers accountable. 


Other scenarios can be developed that 
illustrate how such a parallel 
accountability system could weaken the 
accountability of ministers to Parliament. 
One of the primary advantages of the 
system of government we have adopted 
in Canada is that it provides a clear focus 
for Parliament and the public to 
determine who is responsible. In our 
system, the government has the right to 
govern and must accept responsibility 
for its actions. If parliamentary 
committees assert a role in government 
decision-making by holding deputy 
ministers accountable to them, the 
government's activities ultimately will be 
checked less by Parliament. 


“How could the minister accept 
responsibility for the actions of a deputy 
minister who would have his or her own 
accountability link to a parliamentary 
committee?” 


Responsibility will be more diffused and 
the government will be less responsible 
for its actions. 


Having a deputy minister accountable to 
the House and giving the House power 
to direct the deputy minister to do 
certain things would represent a major 
change in our system. How could the 
House that gave the direction be 
answerable to itself? How could a 
committee that gave unpopular direction 
be removed? How would the electorate 
know who to throw out of office? And, 
how could the minister accept 
responsibility for the actions of a deputy 
minister who would have his or her own 
accountability link to a parliamentary 
committee? 


Implications for Politicization 

of the Public Service 

Other consequences would also 

follow. Deputy ministers could 
easily become public figures and the 
historic distinction between the neutral, 
anonymous role of deputy minister and 
the high-profile public role of a minister 
could be eroded. This would ultimately 
lead to demands for politicization of the 
upper levels of the public service, in 
order to ensure that the deputy minister's 
public statements conformed to party 


policy. 


Even below the deputy minister level, the 
public service's utility to ministers could 
be reduced—they would no longer be 
solely the ministers’ executors and 
advisers, but also Parliament's, in some 
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“Deputy ministers can and should carry 
some of the minister's role in answering 
to parliamentary committees.” 


sense. If public servants were to find 
themselves having to balance or play off 
ministers’ authority against that of 
parliamentary committees, then 
ministers’ control over the public service 
would be reduced, and the overall 
accountability of the public service could 
diminish. 


Finally, if ministers and their officials 
were to appear separately before 
different parliamentary committees, the 
general coherence of government policy 
might be fractured. This would reduce 
the strength of Cabinet government 
which is based on collective 
responsibility for government policy. 


| have tried to illustrate the potential far- 
reaching implications of a relatively 
innocuous change in the accountability 
of deputy ministers. | think this example 
shows how fragile our system of 
accountability is; and it stresses the need 
for extreme caution in changing one 
element of the system without 
considering the basic principles 
underlying parliamentary-Cabinet 
government. 


| believe it is impossible to establish a 
parallel accountability system without 
either eroding the basic principle of 
ministerial responsibility or creating 
difficult problems for the accountability 
relationship between ministers and 
deputy ministers. 
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“The Canadian parliamentary system has 
many strengths but many changes have 
occurred over the past 15-20 years.” 


Accountability Diffused is 

Accountability Reduced 

Deputy ministers can and 

should carry some of the 
ministers role in answering to 
parliamentary committees, but they must 
do so on behalf of the minister. Deputy 
ministers can only be accountable to 
those individuals or groups who have the 
authority to confer responsibility upon 
them. 


They are obliged to provide information 
that is accurate and responsive to 
questions within the boundaries of 
Cabinet confidences and confidential 
advice to ministers. They should inform 
ministers of the concerns of 
parliamentarians, and seek ministerial 
direction as to how to respond to those 
concerns. By doing so, deputy ministers 
assist ministers to fulfill their 
accountability requirements to 
Parliament and their obligation to 
maintain the confidence of Parliament. 
However, deputy ministers have no 
obligation to accept direction or 
sanctions from such committees. 


in order to maintain the integrity of our 
parliamentary system and the concept of 
ministerial responsibility, it is also 
imperative that ministers accept 
responsibility for directing officials as to 
their answerability to parliamentary 
committees, carefully guarding their 
prerogative to hold deputy ministers 
accountable to them. 


How Not to Throw the Baby 
Out With the Bath Water 
Many of the issues that | have 
raised about the implications of 
changes in the accountability of deputy 
ministers and the concept of ministerial 
responsibility must be considered when 
making changes to the operation of 
parliamentary committees. Changes, 
such as different staffing, the 
introduction of televised committee 
hearings, and modifications in the 
process of appointing deputy ministers 
can change the accountability 
relationship. 


It is possible that these changes could be 
beneficial; however, they also could 
create a more complex and confused 
accountability relationship between 
ministers and deputy ministers, and 
between ministers and Parliament. They 
could make governing even more 
complex, and accountability even more 
fuzzy. 


The costs of such adverse implications 
would be borne by many parties: by 
ministers, who would have to contend 
with deputy ministers who were not fully 
accountable to them; by taxpayers, who 
would ultimately have a less effective 
public service; and, by Parliament and 
the public, who would experience even 
more difficulty in trying to figure out who 
is actually responsible for problems that 
have been identified. 


Conclusion 

The Canadian parliamentary 

system has many strengths but 

many changes have occurred 
over the past 15-20 years. The chain-of- 
command accountability system could 
be changing right before our eyes; but 
we might only be able to recognize this 
when we look back, twenty years from 
now. 


We cannot adjust and modify our key 
government institutions through ad hoc 
responses to particular problems. The 
types of pressures for change that are 
occurring now can alter, ina 
fundamental and permanent way, the 
basic accountability relationship of 
ministers to Parliament and deputy 
ministers to ministers. For the benefit of 
parliamentarians, ministers, deputy 
ministers, and public servants, it may be 
necessary at this point to clarify the roles 
and responsibilities of ministers, deputy 
ministers, and committees, to ensure that 
we do not slip unconsciously into a 
different and probably much less 
effective accountability system. 


Cost Effectiveness is a 
State of Mind 


by Dan Rubenstein, Shahid Minto and 
Reno Cyr 
Transport Canada audit team 


This article describes the efforts made by 
the Transport Canada audit team to 
improve the cost effectiveness of attest 
audits through a risk-based audit 
approach, the integrated team concept, 
increased use of computers and a 
streamlining of administrative 
procedures. As a result of these efforts, 
the Transport team has improved the 
quality of its attest audits, while reducing 
total hours by 2,000 in 1986/87 and 
reallocating team resources to value-for- 
money projects, such as the recently 
completed Financial Management and 
Control Study and the special 
examination of a Crown corporation. 
During the same period, the Transport 
team was productive in other areas—two 
marriages, four babies and three more 
on the way. This the team attributes to 
the extended stays in Cornwall and the 
friendly atmosphere on the team, which 
no doubt extends into everyone's 
personal life. 


Introduction to the Transport 
Team 

An audit is never done in 
isolation—the key players are 
the client, the audit entities, the audit 
team and the office support. Transport 
Canada is a large, complex, 
decentralized and capital-intensive 
department with an important role in 
developing and operating a safe and 
efficient national transportation system— 
in the air, in a marine environment and in 
surface transportation. Transport Canada 


program expenditures are over $3.5 
billion annually, excluding Crown 
corporations and related agencies. The 
Department manages over 22,000 person 
years. 


The Transport team issues six separate 
audit opinions on the Airports Revolving 
Fund and on Crown corporations, such 
as the St. Lawrence Seaway Authority. 
The team is also responsible for Public 
Accounts work at the Department itself 
and at the Canadian Transport 
Commission. 


The management structure of the team 
includes Deputy Auditor General Larry 
Meyers, Assistant Auditor General Len 
McGimpsey and Principal Shahid Minto. 
Reno Cyr is the Director responsible for 
the value-for-money work, and Dan 
Rubenstein is the Director responsible 
for the attest and authorities work. 
Manager Peter Yeh is responsible for the 
Airports Revolving Fund; Richard 
Brisebois is responsible for the day-to- 
day management of the Public Accounts 
audit. Team Leaders include Tony 
Brennan, Caroline Smallman, Eric 
Hellsten and Giby Damji. Bernard 
Battistin has recently joined the team 
and Steve Lucarelli is a student who 
wrote his finals this September. Nick 
Pantieras and Ivar Upitis joined the team 


for the summer. Marvin Schwartz has 
also recently come to the team to assist 
Reno in value-for-money work. Sylvie 
Bourbonnais provides the administrative 
expertise that “keeps the machine 
working.” 


The Transport team is a unit in transition. 
A year ago, the team’s management 
changed when the Principal, Directors 
and Manager assumed new 
responsibilities in the Office. They left a 
track record of effective, hard-hitting 
value-for-money chapters, a “first time” 
qualified opinion on the Airports 
Revolving Fund and other significant 
accomplishments. The change in the 
team structure coincided with new office 
priorities that stressed cost effectiveness 
in addition to product excellence. The 
Deputy Auditor General and the 
Assistant Auditor General worked with 
the team to translate the message from 
the Office’s priority document into the 
practical realities of how to maintain or 
improve audit coverage, while cutting 
hours and costs by improving staff mix. 


With a change in players came a new 
approach to structuring the team, one 
that focussed on an integrated “one- 
team concept.” This was a change from 
the previous approach of a core team of 
attest auditors supplemented by 


Assistant Auditor General Len McGimpsey, Director Reno Cyr, Principal Shahid 
Minto and Director Dan Rubenstein are reviewing the innovative approaches to 


improving cost effectiveness. 
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specialized consultants to assist in value- 
for-money work. The objective of the 
one-team concept is to train 
comprehensive auditors who are 
comfortable with attest, authorities and 
value-for-money work. And it was this 
change that provided the major impetus 
for the cost-cutting efforts of the newly 
assembled Transport team. The incentive 
was “there is no way to meet current 
attest and value-for-money 
commitments, using the same team, 
without redirecting audit effort.” The 
team needed to free-up staff from attest 
work for value-for-money work and a 
special examination. 


Innovative Approaches to 
Improving Cost Effectiveness 
Cost effectiveness in auditing is 
both an attitude as well as 
practical procedures and approaches 
that allow cuts in hours without affecting 
the quality of the product. The Transport 
team faced two challenges—identifying 
areas of potential over-auditing, and 
selling the concept to all team members, 
some of whom were concerned that cuts 
in auditing hours, for example in the 
payroll section, would both decrease the 
quality of the audit and lead to “slack” 
time. The team soon learned that idle 
time was a myth and quality could be 
maintained by being innovative. 


We identified the following areas where 
cuts could reduce audit hours, without 
undermining quality: 


A risk-based approach 
Translating this well worn buzz word into 
the practical realities of an audit meant 


-_— se f L 


A global look at the Transport Team (front row) Caroline Smallman, Sylvie 


cutting down detailed testing work in 
areas, such as payroll, as there was 
almost no chance of a material error 
occurring. It also meant “keeping an eye 
on the balance sheet,” and spending 
minimal time on immaterial and 
insignificant accounts. 


Accountability 

Everybody is responsible for a job. By 
assigning team leader responsibilities 
early in the auditing cycle, team 
members knew what they had to do, 
whenever down time occurred. This led 
to a more efficient and effective audit. 


Scoping down the scope memo 

By reducing the size of the planning 
memo and changing the timing of its 
preparation, we could make significant 
savings. Rather than produce a “book” 
for a planning memo, we put the lengthy 
details “in a knowledge of the business 
memo” that remained in the permanent 
file and would be updated periodically. 
We then produced a short three or four 
page “audit strategy” that served as the 
planning memo. Upon completion of the 
present audit, we found that by planning 
for the following year, we could produce 
a more complete planning memo in less 
time. This also paves the way for a “fast 
start” at the next audit. 


Early consultation with functional 
experts 

By providing early drafts to the Assistant 
Auditor General and the Technical 
Resources Unit, we could reduce overall 
review and clearance time because there 
were no last minute “surprises” that 
required time consuming revisions. 


Bourbonnais, Peter Yeh, (second row) Steve Lucarelli, Giby Damji, Dan Rubenstein, 
Shahid Minto, Nick Pantieras, (last row) Tony Brennan, Eric Hellsten, Bernard 
Battistin, Reno Cyr, Richard Brisebois, and Len McGimpsey. 
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Interactive Data Extraction and Analysis 
IDEA proved to be a good, flexible, easy 
to use tool that produced exception 
reports and selected samples in a cost 
effective manner. IDEA was easily 
tailored to the needs of individual audit 
entities. 


Central Data Sample 

Through increased use of CDS, we could 
move to a “continuous audit” basis 
throughout the whole fiscal year, 
preventing a “mad” rush in the summer. 
Generally, we found we could expand 
the use of CDS and achieve savings 
through raising the definition of a “key 
item.” 


Other computer applications 

Savings could be achieved through 
implementing computer applications in 
areas such as the preparation of lead 
sheets, analytical review schedules, 
summary of unadjusted differences and 
the hockey pool. We found these 
applications achieved a payback in the 
current year and we expect to achieve 
recurring paybacks in future years. The 
help and training provided by the 
Computer Audit Group was most 
appreciated. 


Analytical review 

The analytical review provided a 
powerful tool that could be used in areas, 
such as payroll and minor expenses, 
where other procedures had been 
reduced. 


Regional offices 

Improved communications with the 
regional offices reduced audit time. We 
made an effort to communicate audit 
objectives and to send out samples on a 
timely basis, as soon as they were 
generated by IDEA or received from the 
Public Accounts team. We also used 
standardized working papers and 
“reporting packages.” 


Value-for-money work 

We experienced significant savings by 
consolidating hundreds of pages of 
individual project reports into one fifty- 
page project report and clearing this 
through one departmental focal point 
Internal Audit. 


Co-ordination 


We found that initial planning meetings 
with the audit entities could be more 
than an introduction to the audit. By 
agreeing on milestones and schedules to 
be prepared by the client, work could be 
more efficiently scheduled. 


Analysis of Attest and Authorities Audit Effort 


Great Lake Pilotage Authority 


Seaway International Bridge Corporation 
Canadian Aviation Safety Board 

Canadian National (West Indies) Steamships 
St. Lawrence Seaway Authority 


Airport Revolving Fund 
Public Accounts 


But let us look at how these general 
approaches to achieving a more cost 
effective audit were applied to specific 
engagements: 


Public Accounts 

Richard Brisebois and Tony Brennan 
found that they could cut down the time 
required to achieve Section 6 audit 
objectives by segregating authority 
issues for separate treatment. They 
recognized that in some cases, the CDS 
and high value samples were not 
necessarily the best way to address 
authority issues. 


They also realized that a “project” 
approach, versus a key items approach, 
to major capital projects provided better 
coverage at a lower cost. 


Airports Revolving Fund 

Peter Yeh, Caroline Smallman and 
Richard Brisebois found that IDEA 
provided an excellent tool to support a 
“one-opinion concept.” They also found 
that we could achieve more rotational 
coverage, taking a cyclical approach to 
the audit. Using IDEA, samples were 
selected centrally and sent out to the 
regions for detailed examination. The 
team computerized lead sheets and the 
statement of unadjusted differences. 
They also found it useful to provide an 
itemized breakdown of individual 
regional budgets, showing how much 
time should “ideally” be allocated to 
flowcharting, detailed testing, etc. The 
regions found this guidance was useful 
in allocating audit effort. 


Percentage Decrease in Hours 


Actual 


Base Year 
1985-86 


100% 
100% 
100% 
100% 
100% 
100% 
100% 


100% 


Canadian Aviation Safety Board 

Peter Yeh and Steve Lucarelli found that, 
rather than taking a representative or 
statistical approach to selecting a 
sample, a judgmental sample focussing 
on major accident investigations of the 
period provided better insight into the 
Board’s operations. During major 
investigations, there was a higher 
probability of control breakdown, in the 
rush to respond to “field priorities.” This 
was the greatest area of risk and 
accordingly the team focussed their 
audit on this area. In other areas, there 
was a low probability of a material error, 
and work was reduced accordingly. 


St. Lawrence Seaway Authority 

Caroline Smallman, Eric Hellsten, Steve 
Lucarelli, Giby Damji and Bernard 
Battistin found that a refocussing of audit 
effort allowed them to increase the scope 
of the audit to respond to special risk 
situations, without increasing the hours 
proportionately. They used the extra 
hours freed up from reducing a detailed 
audit of payroll transactions to focus on 
the $175 million rehabilitation program 
that followed the Lock 7 wall collapse. 


Great Lake Pilotage Authority 

Giby Damji and Steve Lucarelli found 
that they could significantly decrease 
audit hours by reducing the time spent 
auditing payroll, the single largest 
expenditure of the Authority. In the past, 
a statistical sample had been used. They 
found that analytical review procedures 
consisting of a global reconciliation 
provided the same level of assurance at a 
drastically reduced cost. As there was 
little possibility of a material error 


Budget 


1986-87 1987-88 
13% 61% 
65% 54% 

111% 93% 
56% 56% 
95% 102% 
92% 88% 


88% 58% 


89% 73% 


occurring, audit effort was concentrated 
into areas such as revenue. 


Like all teams, the Transport team has its 
quirks. The Deputy Auditor General is 
into computers. The Assistant Auditor 
General and the Principal are into their 
gardens; the former is noted for his 
zucchinis, the latter is noted for his prize 
roses. One of the Directors runs a “car 
farm” and recently buried one of his 
rabbits. The other is a world-class buffet 
eater, who gives new meaning to the 
term “value-for-money.” Productivity is 
something the team has taken to heart, 
practising it at home as well as in the 
Office. The team says the Principal told 
them “to go forth and multiply’. The 
Principal says he just said “go forth to 
Cornwall and tick and bop.” In any case, 
the team has grown—two marriages, four 
babies and three more on the way. 
Another area of expertise is gourmet 


’ eateries in the Cornwall area. 


The First Step 

The bottom line was that audit 

hours could be decreased, as 

illustrated in the table without 
affecting the quality of the audits by 
focussing on risk areas, using new EDP 
tools, and providing the incentive of 
varied value-for-money assignments that 
were “waiting” at the completion of the 
attest audits. We realize that this is only 
the first step. Cost effectiveness is a state 
of mind, an ongoing challenge to all field 
auditors and team management. Next 
year we will look for new ways to 
innovate. The best is yet to come! 
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Dear Reader of Opinions, 


This edition of Opinions inaugurates two major changes for the 
magazine. First, the news of staff activities at the Office of the 
Auditor General of Canada (OAG) has disappeared from our 
pages; and the technical and professional articles have become 
larger and more in depth. Second, we will be publishing 
quarterly instead of six times a year. 


The survey of our readership carried out earlier this year 
revealed that Opinions, in attempting to be both an in-house 
journal and to serve an external readership, was missing both 
targets. A great number of our external readers told us they 
were not interested in the Office’s social activities and 
requested that articles on audit activities and other important 
themes provide more technical content. 


Opinions is attempting to respond to these requests. However, 
we have no intention of becoming stuffy. We want Opinions to 
be attractive visually and in its writing style; and we enjoy 
printing articles, like Dan Rubenstein’s in this issue, that deal 
with an important theme in an informal way. Opinions will 
continue to contain news of major events at the OAG. 


Our readership survey also revealed a need for more timely— 
and consolidated—internal communication at the OAG. This 
finding has been confirmed by the Office’s recently completed 
Cost-Effectiveness Study. The Communications Group is 
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responding by launching an internal newsletter to be called 
Interim. With Opinions becoming a quarterly, the group will be 
able to publish both Opinions and Interim with no increase in 
its budget or staff. 


| should add that while the focus of Opinions will be directed 
towards our external readership, the magazine will continue to 
be circulated to all OAG staff. 


Me sana (es 


Desmond Kimmitt 
Principal, Communications Group 


Pele ncataren [=] 


Note: Recent staff changes have occurred in the production of 
Opinions; Diane Vachon is now Editor, Diana Kirkwood is 
Editorial and Communications Assistant and Eliane Gaudet is 
working for Parliamentary Liaison. 
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One of the personal highlights of my time as Auditor 
General of Canada will always be the privilege of having 
been the host of the XIllth Conference of Commonwealth 
Auditors General which was held in Ottawa from 28 
September to 2 October 1987. 


At the close of the conference, Sir Gordon Downey, the 
United Kingdom’s Comptroller and Auditor General, was 
kind enough to say that the organization of the 
conference had been superb. My own personal thanks go 
to the staff of my Office who so enthusiastically planned 
and carried through the week’s technical and social 
activities. Special recognition for a job well done is due to 
the Organizing Committee. 


However, it is the content of the conference that really 
matters. Because the Commonwealth Auditors General 
come together only every third year, and because the 
conference is essentially a forum for exchanging 
legislative audit experience and sharing views on mutual 
concerns, it is difficult to evaluate its long-term impact. 


Nonetheless, there was a strong consensus among 
delegates that the issues we discussed — independ- 
ence; the role of public accounts committees; 
computerization; more cost effective auditing; and 
training — remain critical both for the audit offices in 
industrialized member countries and for the Auditors 
General of the Commonwealth’s smaller and developing 


nations. Undoubtedly, the personal contacts made at the 
conference will lead to stronger one on one and regional 
relationships between legislative auditors in 
Commonwealth countries. 


My own hope is that future conferences may develop a 
stronger advisory role, even to the point of establishing 
agreed norms. Mutual support can be a great help in 
attaining or retaining those principles that we all hold in 
common: freedom from political influence; access to 
complete information: the right to audit or review the 
audits of all entities employing public money; the co- 
operation of informed and active public accounts 
committees. 


The Xillth Commonwealth Conference reminded us of the 
links that bind us together. It informed us about technical 
and policy issues that challenge us all. It strengthened 
our individual commitment to audit excellence. 


It was a remarkable conference. 


Kenneth M. Dye, FCA 
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The XIIIth Conference of 
Commonwealth Auditors General 


The Office of the Auditor General 
hosted the X//lth Conference of 
Commonwealth Auditors General which 
took place from 28 September to 2 
October 1987 in Ottawa. The triennial 
conference is essentially a forum to 
exchange ideas, experiences and 
trends in auditing. It has no established 
mandate, but ts vital for reinforcing the 
principles of independent legislative 
auditing. 


The Theme 

The theme of the conference 

~ was "Advancing Accountability: 
Practice, Perception and 

Predictions." Chairman Kenneth Dye, 

Auditor General of Canada, welcomed 

the delegates to the opening session 

and outlined the agenda for the week. 

This comprised the following: 


- the role of the Auditor General in 
public accountability; 

- the role of the public accounts 
committee in advancing 
accountability; 

- planning and managing resources in 
a changing environment; 
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- training strategies for sharing 
knowledge and experience; 

- developments in computer auditing, 

- audit of capital projects and social 
programs; and 

- improving financial information for 
Parliamentarians. 


Much In Common 

The 71 delegates from 44 
countries represented a diverse 
background. Many came from 
industrialized nations with established 
audit offices and active public accounts 
committees (PACs). Other delegates 
from small, developing countries shared 
their difficulties in recruiting and 
maintaining skilled auditors and they felt 
their PACs met too infrequently. 
However, throughout the sessions, 
emphasis on common principles proved 
far more important than any 
dissimilarities. 


As Gerald Debenham, editor of the audit 
manual designed specifically for use in 
Commonwealth countries expressed it: 
"the manual is directed at a fairly 
advanced level of auditing and there is a 
tendency to underestimate the 
knowledge and aspirations of auditors in 
developing countries." 


All delegates participated in high level 
discussions pertaining to legislative 
auditing; from such fundamentals as the 
need for the independence of the 
auditor to be defined by statute, all the 
way to the latest developments in 
information technology. 


Participants at the Conference 


Left: Mohamed Ali bin Bakar (Brunei), 
Ossie Lewis (Dominica) and Richard 
Nelson (Ghana) participated in 
discussions pertaining to legislative 
auditing. 


Centre: Mohamed Ali bin Bakar, Siti 
Aishah, Norbanun Ibrahim, Mrs. Chin, 
and Kui Fah Chin from the Brunei 
delegation gather for a photo at the 
closing ceremonies. 


Right: Tan Sri Ishak bin Tadin 
(Malaysia), Salae Molapo (Lesotho) and 
David Njoroge (Kenya) share their 
difficulties in recruiting and maintaining 
skilled auditors. 


Delegates Have Their Say 
Eg: During the discussion, 

individual delegates spoke from 

their own experience. 
India 
The Comptroller and Auditor General of 
India, while cautioning against an 
excessively high public profile for the 
Auditor General, felt there was a need 
for the Office to be a little more activist. 
The Audit Office must be sure of its 
grounds in any matter that it puts 
forward. Good media coverage of audit 
activities is another important element in 
the building of the ethos of 
accountability and audit. The 
Comptroller and Auditor General 
emphasized the importance of internal 
audit in its proper form. It helps increase 
accountability and reduce the burden on 
the legislative auditor. 


Antigua and Barbuda 

The Director of Audit of Antigua and 
Barbuda raised a common problem for 
small island states - the small number 
of parliamentarians and the impact this 
has on the activities of public accounts 
committees. In the case of Antigua and 
Barbuda, the government holds all but 
one seat and all of the government 
members are ministers. The ministerial 
responsibilities of the members of the 
lower house make it difficult for them to 
devote the time that is necessary for the 
PAC. As a result there are very few 
meetings. 


Zimbabwe 

The Comptroller and Auditor General of 
Zimbabwe explained that he has 
problems with recruitment and retention 
of staff. While the public service hires 
his staff, his problems arise from the 
fact that his office is not accredited to 
article accounting students. As a result, 
the private accounting firms attract the 
best students. After training his staff, he 
then has problems retaining them 
because newly created government 
organizations can offer higher salaries. 


Cyprus 

For regularity and compliance audits, 
the Audit Office of Cyprus is almost 
self-sufficient in training, but has to 
rely on other audit offices for assistance 
to meet training requirements for 
performance and computer audits and 
other advanced audit techniques. The 
Auditor General of Cyprus expressed 
his gratitude to the Auditor General of 
Canada for providing training in the 


areas of both performance and 
computer auditing. 


New Zealand 

Rather than using a variety of 
specialized Computer Assisted Audit 
Techniques (CAATs), the Deputy 
Controller and Auditor General of New 
Zealand suggested that it was best to 
have just one audit software package 
that can be adapted to most situations, 
such as Interactive Data Extraction and 
Analysis (IDEA) developed in Canada or 
Statistical Analysis Software (SAS) 
available around the world. The Audit 
Office has found that in a value-for- 
money context, the clients who have 
developed sophisticated computer 
installations have a greater chance of 
running into difficulties. The Auditor 
General advises them to look into 
purchasing software off the shelf. 


United Kingdom 

The representative of the Comptroller 
and Auditor General of the United 
Kingdom said it was clear that the 
degree of access by the auditor in major 
capital projects in developing countries 
is not always the same. In the United 
Kingdom there |s a full investment 
appraisal before projects are approved. 
He also laid special emphasis on the 
need to establish life-cycle costs of 
projects. 


Australia 

The representative of the Auditor 
General of Australia stated that he was 
not aware of any detailed survey by the 
Audit Office in connection with the audit 
of social programs. He suggested that 
as part of the value-for-money audit, 
the auditor should determine whether 
the department has an effective 
evaluation program. 


Bermuda 

The Auditor General of Bermuda, 
addressing the issue of timeliness, said 
that he has been unable to conduct 
value-for-money audits because the 
attest audits were four years behind. In 
small countries particularly, 
effectiveness audits should be limited to 
identification and evaluation of the 
effectiveness measurement system of 
the auditee. 


Displays Highlight New 
Information 

Between the formal sessions of 
the conference, interest was 
directed to two displays. The first was 
made up of publications, training 


materials, audit manuals, and 
newsletters, from Commonwealth 
countries and other organizations 
including the Canadian Comprehensive 
Auditing Foundation and the 
International Organization of Supreme 
Audit Institutions (INTOSAI). The 
second display, co-ordinated by the 
Office of the Auditor General of 
Canada’s Computer Audit Group, 
provided information on recent 
developments in computer assisted 
auditing and the utilization of micro- 
computers in today’s audit office. 


During the week, delegates attended a 
session of the Canadian Public 
Accounts Committee. The topic of 
discussion was the use of tax 
expenditures to fund programs. 


Observers at the conference included: 
Charles A. Bowsher, Comptroller 
General of the United States; 
representatives from INTOSAI; Noel 
Hepworth from the United Kingdom's 
Chartered Institute of Public Finance 
and Accountancy; and Donald Drach, 
Editor, International Journal of 
Government Auditing. In addressing the 
conference, Charles Bowsher spoke 
about the impact of his country’s budget 
and trade deficits. 


Not All Work 

The business side of the 
conference was complemented 
by a full social program for 
delegates and their guests. A number of 
receptions took place: by The Governor 
General of Canada, Her Excellency the 
Right Honourable Jeanne Sauve at 
Rideau Hall; by The Speaker of the 
House, The Honourable John A. Fraser, 
at the House of Commons; by the 
Auditor General and High Commissioner 
of India; by the Auditor General and 
High Commissioner of Sri Lanka; and by 
Auditor General Kenneth Dye and Mrs. 
Dye who welcomed the participants to 
their home. An optional trip to visit 
scenic Niagara Falls and the 
Surrounding area was also organized. 


The closing dinner was held at the 
Lester B. Pearson Building. The week 
long conference saw a useful exchange 
of information and experiences. It 
strengthened relationships between the 
audit offices of Commonwealth 
countries. It was an enjoyable and most 
productive gathering. 


Opinions 3 


A Continuing 


Journey 


The Report of the Cost 
Effectiveness Study 


by Vinod Sahgal 
Principal, Audit Operations 


In September 1987, Chairman Kenneth 
Belbeck of Stevenson Kellogg Ernst & 
Whinney (SKE&W) issued his report, 
“Improving the Cost Effectiveness of 
the Office of the Auditor General of 
Canada." His study has major 
implications for the Office. 


This, the second of two articles, 
describes the results of the special 
project on cost effectiveness of the 
Office of the Auditor General's (OAG) 
audit work. The first article appeared in 
our Autumn 1987 issue outlining the 
background, planning and direction of 
the study and a description of how it 
was implemented. 


In the words of Ken Belbeck, "cost 
effectiveness like good management, is 
not so much a destination as a 
continuing journey." The project is 
expected to provide indicators for that 
voyage. Anticipated benefits are likely to 
include: 


- a further strengthening of the Office’s 
leadership in comprehensive 
auditing; 


- offering alternatives to planning and 
conducting audits so they continue to 
maintain high quality and remain cost 
effective; and 


- assessing the experience of the last 
ten years to identify areas to improve 
and methods to achieve those 
improvements. 
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Ken Belbeck presented his report to the 
Executive Committee in September. 
The report’s major findings were 
debated and discussed at the annual 
Managers’ and Directors’ Conference in 
August. And the Executive Committee 
received further feedback on its 
recommendations at a special day long 
session for OAG principals in 
September. Various meetings with 
senior professionals provided an 
opportunity to raise points of 
Clarification with Ken Belbeck. He 
elaborated on his findings and provided 
additional support for his more 
controversial issues. 


The main focus was to fully understand 
the report and the analysis done by 
SKE&W in developing its conclusions 
and recommendations. 


Kenneth Dye requested the Audit 
Operations Branch to develop an official 
response to the report. An action plan’ 
prepared for Executive Committee 
consideration was to be completed by 
31 December 1987. 


The aim of the recommendations Is to 
assist the Office in achieving cost 
effectiveness. However, it is unrealistic 
to administer all the changes at one 
time. Each branch may have different 
priorities; therefore, some objectives will 
be implemented earlier than others. 


The Journey So Far 

The Belbeck report firmly 
acknowledges the Office’s 
leadership role in fostering the 
development and application of new 
concepts in legislative auditing. 


Past accomplishments are noted ina 
variety of areas: 


- improved audits with more program 
orientation and better focus on 
substantive concerns in the area of 
value-for-money; 


- quality audits accompanied by more 
effective reporting; 


- a tighter organization within Audit 
Operations Branch; 


- intensive training programs to ensure 
staff competence in new auditing 
methods; 


- increased efficiency in attest audit 
work; 


- arapid movement into the computer 
age with the development of 
Interactive Data Extraction and 
Analysis (IDEA), a software for 
extracting and analysing data; and 


- OAG's Comprehensive Auditing 
Manual commended as 
"encapsulating the cumulative 
experience of a decade of 
methodological development." 


Other noteworthy accomplishments are 
the Auditor General’s role in assisting 
Parliament to improve accountability of 
Crown corporations, and the joint 
Canada-United States standards 
project on Federal Government 
Reporting. The China Project and other 
international efforts to disseminate the 
OAG’s knowledge have earned special 
mention. 


The Belbeck report reaffirms that the 
OAG can be proud of these and other 
accomplishments. 


Since the enactment of the Auditor 
General Act in 1977, the quality of 
service provided to Parliament has 
greatly improved. But a desire to 
improve the cost effectiveness of audit 
work and efforts to reduce the cost of 
auditing cannot be allowed to jeopardize 
the goal of producing reliable reports. 
The principle that quality must always 
be the main consideration at the Office 
of the Auditor General is reaffirmed by 
the cost effectiveness study. 


The Path Forward 
— The report examines in detail 

certain key areas related to 

cost effectiveness. 
The Office is encouraged to build on the 
innovations already being tested by 
individual audit teams. A more selective 
approach to scoping is suggested, "the 
largest potential gain in cost 
effectiveness lies in substantial 
reductions in cost and elapsed time of 
audit scoping.” Finding ways to limit 
unproductive lines of inquiry early in the 
audit process is also very important. 
Ken Belbeck’s message is, that the 
most significant issues considered in- 
depth may be more beneficial to 
Parliament. The report confirms that 
methodology in value-for-money 
audits is not as well developed as 
methodology in attest audits. And it may 
never be. Accordingly, the use of 
value-for-money senior staff for 
planning and conducting audits is 
endorsed. The need to maintain the 


concept of multi-disciplinary teams is 
recognized as essential. Finally, the 
value of using audit advisory 
committees regularly is supported. "We 
consider that having to prepare 
presentations for an advisory committee 
is a vital discipline for auditors," says 
Ken Belbeck. 


In brief, smaller scope, more program 
issue orientation, shorter elapsed time, 
with multi-disciplinary teams using 
audit advisory committees productively 
are identified as factors leading to more 
cost effective auditing. 


Innovations by the Office in achieving 
cost effectiveness involves the co- 
operation of senior OAG personnel, an 
extension of training programs, the 
availability of enhanced working tools 
and dissemination of issues relative to 
auditing. The process is long and 
requires several audit cycles to fully 
implement. 


The report proposes that OAG should 
continue to minimize audit costs by 
establishing cost effectiveness as a 
priority. Further development of 
methodology research and training to 
introduce cost minimization into the 
planning stages is recommended. The 
report goes on to suggest developing a 
model for the planning phase of the 
audit. 


Tighter Organization 
Within Audit Operations 
The following steps are 
recommended in the report as 
ways to achieve cost effectiveness: 


Planning 

There is a need to provide "additional 
strategic input into the determination of 
future directions — particularly with 
regard to the nature, frequency and 
selection of value-for-money audits.” 
Ken Belbeck suggests that OAG 
develop a strong organizational unit 
within this branch to continue focussing 
on the direction of comprehensive 
auditing. 


We must strive to innovate and 
experiment in new areas of audit, 
evaluate the impact of our work and 
redirect scarce resources to places of 
high risk. This recommendation is 
aimed at both Office-wide audit 
planning as well as at audit groups 
charged with the responsibility of 
selecting audit topics and allocating 


resources within entities who are subject 


to audit. 


These suggestions are designed to 
assist top management in scanning the 
environment on a periodic basis and 
observing the strategic issues facing the 
Office. The strengthened planning 
function would allow the OAG’s 
leadership to assess on a regular basis: 


- the nature and scope of audits we 
should be conducting to meet the 
evolving needs of Parliament; 


- the overall coverage and cycle for 
our audit work, particularly in the 
value-for-money area; and 


- the changes in priorities that may be 
necessary to implement the program 
oriented audits that appear to provide 
more substantive findings for 
Parliament than the systems oriented 
audits. 


Our goals on frequency and timing of 
the audit process, in any given entity, 
may require reevaluation. Issues that 
could be addressed and communicated: 
evaluate the mix of government wide 
and entity specific audits to be 
conducted; the purpose of our value- 
for-money work; and more precise 
statements of what we hope to achieve. 


These approaches would assist 
professional staff by better planning of 


individual audits and would provide the 
OAG’s leadership with an important tool 
to set direction and monitor 
performance against the plan. 


Human resource management 

A "weakness exists in the human 
resource planning element,” according 
to the Belbeck report. The ways to 
overcome this are to: establish a 
recruiting philosophy aimed at achieving 
and maintaining an appropriate staff mix 
to meet current and emerging needs; 
identify specific hiring needs, skills and 
levels; identify training needs for Audit 
Operations personnel; ensure that 
career plans are developed and 
executed; emphasize personnel 
planning activities and facilitate staff 
transfers among groups; facilitate the 
appropriate use of outside professionals 
in relation to the availability of 
permanent staff; screen candidates for 
senior positions; and provide career 
counselling services. 


Ken Belbeck found that promotions 
were balanced between professional 
and non-professional staff and showed 
"no significant bias." Staff mix is 
relatively stable. However, a weakness 
in the management of professional staff 
is identified. 


There is a need to assign accountability 


Assistant Auditor General Ron Thompson and Principal John Rutherford 
exchange views at the special meeting to discuss the cost effectiveness 


study. 
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to this function, and develop methods to 
identify the staff and skills required to 
meet the challenge of comprehensive 
auditing and the career aspirations of 
professional staff in the Office. 


Contracting out 

The report recommends the contracting 
out of entire attest audits and that the 
broader application of fixed-price 
contracts be considered. Ken Belbeck 
notes that this issue "provoked 
considerable internal debate in the 
Office." Nevertheless, contracting out is 
a viable option for the Office. Potential 
benefits could be “lower costs and 
strengthened useful contacts between 
the Office and the profession" and, in 
certain cases, "significant savings in 
travel costs." 


Overhead costs, organization and 
other matters 

Audit Operation’s overhead expenses 
should be more visible and are defined 
as, "those costs incurred by the Office 
that are not part of the direct 
expenditure on audit outputs." Special 
budgeting and challenge procedures 
and "monthly statements of overhead 
costs for each group, by object of 
expenditure, compared against budget" 
are suggested. 


The report recognizes that the OAG’s 


organizational structure is relatively new. 


Ken Belbeck does not challenge the 
suitability of this structure. He points out 
that "one objective of overriding 
importance is to ‘know the entity.’ 
Another is to reflect the philosophy that 
‘auditing is auditing’ — that audit teams, 
and key members of the teams, are 
capable of performing the full range and 
types of audits conducted by the 
Office." 


Professional Practices and 
Career and Professional 
Development 

The Belbeck report 
recommends that the mandate of the 
Professional Practices Group be 
changed from a co-ordinating role to a 
developmental role. The existing 
arrangements for development and 
dissemination of audit policy and 
methodology were found to be spread 
throughout the Audit Operations Branch 
with its numerous functional 
responsibility leaders. Outputs in these 
important areas seemed to be slow. The 
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report states that "this situation arises in 
part from dispersal of development 
responsibilities to individuals with other 
competing priorities." It recommends 
that the Professional Practices Group 
control the Office-wide methodology 
budget and become the main focus of 
all internal methodology development 
activities; in reality the "Workshop and 
engine" for methodology. Accordingly, 
many of the functional responsibility 
leaders in Audit Operations Branch 
would move to the Professional 
Services Branch. Over a period of time, 
some responsibilities such as authority 
auditing, special examinations and the 
Financial Management and Control 
Study could be absorbed by the 
Professional Practices Group. 


Productive methodology, central 
direction for its development, faster 
production of outputs and effective 
dissemination of optimum practices are 
techniques identified as assisting the 
Office’s leadership in this responsibility 
area. 


The challenge is to ensure a 
"sustainable" level of training for all 
staff, in order to maintain the cost 
effectiveness ethic throughout the 
performance of the Office’s audits. 


Developing simple mechanisms to 
share optimum practices is equally 
important. Seminars, one-day 
workshops, meetings, conferences, and 
luncheon discussions are encouraged 


Director Gerald Gaudet, Principal Mike McLaughlin, Director Nancy 


and the report suggests that "it may be 
appropriate for the Career and 
Professional Development Group to 
assume the leadership" in these areas. 


A Long Way To Go 
As the Office of the Auditor 


General leaps into the next 

decade in regard to 
comprehensive auditing, cost effective- 
ness becomes an even larger issue. 
Due to budgetary restraints, the 
changing economy, a fiercely com- 
petitive labour market and the volatile 
political arena, innovations must be 
considered. Value-for-money audits 
that focus on actual programs, to- 
gether with efficient attest audits are the 
order of the day. And evolving hand in 
hand is computer technology. The 
Office must continue to employ highly 
qualified personnel and upgrade their 
skills as technology changes. Mean- 
while, Parliamentarians are scrutinizing 
the OAG’s progress in achieving more 
cost effective comprehensive audits and 
special examinations. 


Ken Belbeck’s report is both a challenge 
and an impetus as we move into the 
1990s. In the words of American 
dramatist Eugene O'Neill: “A man’s 
work is in danger of deteriorating when 
he thinks he has found the one best 
formula for doing it. If he thinks that, he 
Is likely to feel that all he needs ts 
merely to go on repeating himself ... So 
long as a person is searching for better 
ways of doing his work he ts fairly 
safe." 


ieee 


Stoneman and Principal Vinod Sahgal develop an action plan for 


Executive Committee consideration. 


Capital 


Expenditure 
_ Profile 


Major Capital Projects 


by Principal Ross Buskard and Director 
Peter King, Audit Operations 


In 1982 the Auditor General of Canada, 
Kenneth Dye, requested permission 
from the Public Accounts Committee 
(PAC) to audit the capital acquisitions 
of the Government. 


An energetic team was formed in 1983 
to meet the mandate given by Ken Dye. 
In 1984 Ross Buskard became 
functional responsibility leader and a 
restructuring took place. Directors 
Peter Armstrong and Ivan Percy 
provided expertise to the team 
members: Peter King, Dave Burgess, 
Ernie Clark, Bob Herd, Laurie Ozen and 
Melba Johnson. Peter Armstrong, an 
original team member, is presently 
working in Career and Professional 
Development. In 1985 the unit was 
transferred to Assistant Auditor General 
Hector Millward’s Government Services 
Group. 


Methodology 

Development 

The key to conducting an 

effective and economic audit is 
the development of informative, reliable 
methodology. A process oriented 
approach based on the concept that if 
the processes were correct the product 
would be adequate was initially used. It 
rapidly became evident that a product 
orientation would yield better results 
and that this approach would clearly 
determine if the user department had 
built or acquired goods according to the 
stated objectives. 


This system involved the larger service 
departments of: Department of Public 
Works (DPW) and Department of 


Supply and Services (DSS). The team 
closely liaised with the entity principals 
and established ground rules to provide 
assurance that we would not interfere 
with other audit activities within these 
departments 


In May 1987, after a number of 
attempts, a complete methodology 
‘ncluding an audit kit was submitted to 
the Office of the Auditor General’s 
Methodology Committee and was 
subsequently approved for field testing. 


The system is undergoing rigorous 
testing in DPW and has also been used 
in a joint DSS/DOT (Department of 
Transport) audit of ships acquisition. 
Following the 1987/88 audit year, the 
methodology with some minor changes 
will be ready for publication. 


Audit Activity 
In 1984, the team’s first 
responsibility was to reassess 


ongoing audits and to formulate 
a long-range plan for the audit of 
capital acquisitions. This proved to be a 
difficult task since there was no 
inventory of capital projects in either the 
planning or implementation stages. Our 
preparation involved consolidating 
information on major capital projects 
extracted from Part Ill of the Estimates 
into an established usable inventory. At 
the same time, preparing an audit plan 
for 1985/86 commenced. Upon 
completion of these tasks, audit work for 
the 1986 reporting year began. 


The first activity consisted of field tests 
to improve and apply the audit 
methodology in compliance with the 
Treasury Board Administrative Policy 
Manual. The most prominent audit was 
of Guy Favreau Complex in Montreal 
which pointed out a number of 
shortcomings in approach. However, we 
forged ahead and focussed on areas 
where the most significant issues would 
be developed. 


In 1985 the team audited a diverse list 
of projects: the Radar Modernization 
Project, Small Craft Harbours, the 
Whitehorse Power Plant and the Inuvik 
Heating and Power Station. Industrious 
team members covered many miles 
during the conduct of these audits. 


To date, we have completed a total of 
26 audits of projects whose total worth 
is in excess of $3 billion. Other 
accomplishments are that two sub- 
chapters have been published within the 
Special Audits chapter of the annual 
Report and entity teams have received 
excellent support and expertise from the 


group. 


The Audit Approach 
oe In auditing capital acquisitions, 
we rely heavily on the 

documentation in both user and 
service departmental files. This usually 
shows a coherent and congruent 
approach to the planning, 
implementation and commissioning 
phases. Occasionally, it is unclear if 
both departments are actually working 
on the same project. 


The Administrative Policy Manual 
outlines the nine phases of the process. 
In order to plan we need to have a: 
needs definition, options analysis and 
project definition. For implementation of 
the project we need to know about the 
following: contracting for design, 
concept design, detailed design, 
procurement/contracting and 
construction/production. The 
commissioning phase applies to both 
the planning and implementation stages. 


Each phase is reviewed to determine 
the validity of the product and the 
authorities followed in the process. We 
must determine if the process is 
productive and if the finished product is 
effective. 


Does the product actually meet the 
needs for which it was planned? We 
look for a clear definition of which 
specific need will be satisfied. And is it 
satisfied in the most efficient manner 
possible? For example, the Guy 
Favreau Complex was built to 
accommodate all the Government 
employees working in the core area of 
Montreal. However, the actual housing 
capability is only 25 percent of all core 
area employees. On that basis, it is not 
an effective solution to the problem. 


Efficiency of project management Is 
measured in terms of time, scope and 
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Bake : 
teers : 


The Major Capital Projects audit team is staffed by (from left to right, 1st row) Director Bob Herd, Director Peter King, Director 


Dave Burgess, (2nd row) Director Ernie Clark and Assistant Auditor General Hector Millward, (3rd row) Director Ivan Percy and 


Principal Ross Buskard. 


cost considerations. Projects which met 
the tests of "timeliness, within scope 
and within cost" have usually been well 
managed. In other cases, cost overruns 
up to 25 percent have been discovered 
and reported. 


The advent of computer 
assisted design and 
management techniques have 
made our job much easier. Computer 
techniques tend to increase precision in 
project management and save 
turnaround time. The difficulty lies in 
training our members to become 
computer literate in a short time period. 
We hope to achieve this objective long 
before the 1990s. We are seeking to 
establish a mini/micro-computer 
database to maintain the full inventory 
of proposed capital acquisitions, 
followed by a system for cataloguing 
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specialized consultants and the relevant 
authorities. We have attempted to use 
Interactive Data Extraction and Analysis 
(IDEA) to track milestone and progress 
payments, but have found that with a 
payment schedule which includes as 
few as 20 payments on a $100 million 
project, the system is more 
sophisticated than we can use 
efficiently. 


Summary 

The team has a good 
performance record in 
understanding all aspects of 
government projects in the area of civil 
engineering. Examinations range from 
individual housing projects to high-risk 
laboratories and immense building 
complexes have provided the team with 
a variety of challenges. 


Some of the benefits include changes to 
the Northern Canada Power Com- 
mission's Project Management System, 
implementing a complete Program 


Management System for the Yukon 
Government, changes to benefit cost 
analysis techniques and updating of the 
Treasury Board Benefit-Cost Analysis 
Guide. In addition, the team has 
examined ships, armaments and 
supplies acquisitions. 


Many of the projects have high visibility 
on a local, national and international 
level. Our down to earth approach 
involves blending the principles of 
engineering, project management, 
financial control, financial management 
and legal requirements to arrive at a 
complete audit approach. 


Today the multi-disciplinary team 
includes engineers, accountants and 
computer specialists who examine a 
wide variety of capital projects 
undertaken by the Government and their 
work is making a major impact on the 
matters that the Auditor General reports 
to Parliament. 


Accountability and the 
Office of the Auditor 
General 


In the Autumn 1987 issue of Opinions, 
we published an edited version of 
Gordon Osbaldeston's paper, “Do We 
Need to Change Our System of 
Accountability for Deputy Ministers?" 


Opinions thought it would be useful to 
explore the question of how the 
concept of accountability impacts on 
the Office of the Auditor General's 
(OAG) audit work. We therefore invited 
three members of the Office to 
participate in a discussion around 
issues identified by Gordon 
Osbaldeston. 


Len McGimpsey is Assistant Auditor 
General with responsibility for audits of 
Transport, Defence and Foreign Affairs. 
Assistant Auditor General Suzanne 
Labarge recently completed the 
Financial Management and Control 
Study that is the main focus of the 
recently tabled 1987 Report of the 
Auditor General of Canada to the 
House of Commons. At the end of 
September 1987, Suzanne accepted 
the position of deputy head in the 
Office of the Superintendent of 
Financial Institutions. John Rutherford, 
Principal in Federal Government 
Reporting and Public Accounts Group 
is presently conducting a study of the 
information Parliament receives, with 
special reference to Part III of the 
Estimates. His study will be included in 
the Auditor General's 1988 annual 
Report. 


The discussion was moderated by 
Desmond Kimmitt, Principal of the 
OAG's Communications Group. The 
following ts an edited version of what 
the participants had to say. 


Desmond Kimmitt: Gordon 
Osbaldeston very persuasively states 
the case for the traditional system of 
accountability for deputy ministers. But 
he also recognizes that ‘the chain-of- 
command accountability system could 
be changing right before our eyes’. 
What do you think of his overall thesis? 
Do you discern changes taking place, 
and what are they? 


Len McGimpsey: With regard to his 
position on the chain-of-command, | 
really don’t have too much problem. 
The problem exists at the next level. | 
would like to refer to Treasury Board’s 
document, Principles for Management 
of the Public Service of Canada, 
(Ottawa, 1983) where it talks about 
accountability of managers and where it 
states that one requirement for 
accountability is "mutually agreed upon 
objectives and priorities which are 
defined and stated as clearly as 
possible in view of the complexities of 
the environment and which are 
expressed in terms of contractual 
understanding which ensures an 
obligation commitment to the 
achievement of expected results within 
available resources." 


Gordon Osbaldeston talks about the 
deputy being responsible to the 
minister. | have no problem with that, 
but it also implies that setting objectives 
must be clearly stated so that when a 
situation arises, it falls within the 
responsibilities allocated to the deputy. 
In our audits, this is where the 
fundamental breakdown can take place. 
Ministers get involved with day-to- 

day matters, such as contracting, that 
would normally be perceived as a duty 
of the deputy minister. It then becomes 
impossible to know who is truly 
accountable. 


As to the second question, | don’t 
believe that basic changes are taking 
place. The deputy ministers support the 
ministers. We have seen in the Public 
Accounts Committee where deputies 
were obviously put in a position where 
they were not speaking openly and 


freely because of their requirement to 
support the minister's position. 


Suzanne Labarge: | agree with much 
of what Len has just said, but | think 
Gordon Osbaldeston’s full study seeks 
to separate very clearly the different 
kinds of accountability. For example, 
where deputies are being asked for their 
input on policy matters as contrasted 
with their advice on departmental 
issues. Much of what we are talking 
about in terms of the relationship of the 
deputy to the minister tends to centre 
around the advice side, the policy kinds 
of things. On the administrative side, we 
have to recognize that with everything 
that has to do with finance there’s the 
Finanical Administration Act that makes 
Treasury Board responsible for financial 
management in government. Essentially 
the minister relies on the rules, 
guidelines and procedures of the central 
agencies. 


Where changes are taking place, | think 
they are the result of the delegated 
accountability occurring under Improved 
Ministerial Authority and Accountability 
(IMAA). We have a Memorandum of 
Understanding signed by the President 
and Secretary of the Treasury Board, 
the minister and the deputy minister of 
the department. This largely changes 
accountability on financial and 
operational matters. In policy matters, 
accountability is to Parliament only; 
while on the financial and administrative 
side, accountability is to government not 
to Parliament. | happen to like IMAA 
because | think we are more likely to 
see some genuine measure of 
accountability. 


John Rutherford: | agree a little with 
both Len and Suzanne. The vital 
distinction is to re-emphasize the 
qualitative difference between 
parliamentary and managerial 
accountability that Gordon Osbaldeston 
says is the domain of the deputy 
minister. 


| see very little change taking place at 
the constitutional level. Where 
parliamentary committees are trying to 
hold deputies directly accountable, most 
committees have already received 
instructions that policy questions must 
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go straight to the ministers. And if they 
are not happy with the answers being 
provided by public servants, they must 
discuss it with ministers. In essence 
parliamentary committees are instructed 
to accept the distinction between the 
accountability of ministers and that of 
the deputy ministers. 


Desmond Kimmitt: Where would that 
instruction come from? 


John Rutherford: | imagine from the 
Privy Council. When you go and listen 
to committee hearings, the chairperson 
will interject, "that’s not a question we 
expect public servants to answer." 


What we are seeing is great pressure on 
the Government to be more responsive 
to members of Parliament. Part of this 
stems from the American model. It is 
also, | feel, a reaction by MPs to being 
called "nobodies" by The Right 
Honourable Pierre Elliott Trudeau. 
Members of Parliament want to be more 
influential and that may be leading to 
changes in how Parliament operates. 


Desmond Kimmitt: As Auditor General, 
Kenneth Dye has closely watched the 
political environment in which senior 
public servants must operate. Does 
Gordon Osbaldeston clarify this issue 
and would his thinking affect the way we 
audit? 


Suzanne Labarge: The Auditor General 
Act indicates that we are to report 
matters of significance wherever they 
originate. Cases where due regard for 
economy, efficiency and effectiveness 
seem to have been disregarded must 
be brought to the attention of 
Parliament. These include both matters 
where there is evidence that public 
servants have misjudged and matters 
where ministers must have had input. Of 
course, the Public Accounts Committee 
(PAC) may choose not to discuss a 
chapter because they consider it too 
political. 


There is also the potential for senior 
public servants to hide behind what the 
Auditor General has been saying about 
the political objectives of programs. 
They can claim a political context even 
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Desmond Kimmitt listens attentively as 
Len McGimpsey responds to the 
guestion about chain-of-command 
accountability. 


when due regard for economy was 
really in their own hands. This fact came 
home to me while working on the 
Financial Management and Control 
Study. 


Len McGimpsey: Gordon Osbaldeston 
makes it clear that there is often a 
difficulty in differentiating policy matters 
from administrative matters. Our audits 
encounter the same difficulty. We have 
a tendency to judge value for money 
against the stated objectives of a 
program. 


And when we encounter a transaction, 
such as the construction of an 
extravagant facility, that cannot be 
justified on the basis of the 
departmental objectives, then we are 
required to report that. But we also 
know that the decision to build the 
facility had other policy objectives. If the 
Government had objectives in mind 
other than those presented to 
Parliament, then it had an obligation to 
tell Parliament. We can only audit 
against defined purposes. That’s an 
important rationale of legislative 
auditors. 


The fundamentals of accountability 
require that the Government clearly 
state what it intends to achieve with the 
taxpayers’ money, and Parliament has 
the right to receive information to judge 
the Government's performance. Where 
such information is not made available 
to Parliament, | believe the Auditor 
General can bring it to their attention. 


Suzanne Labarge: “The Auditor General 
Act indicates that we are to report 
matters of significance wherever they 
originate.” 


Desmond Kimmitt: | understand that, 
for example, the Department of National 
Defence is doing a better job now of 
differentiating between what are strictly 
departmental objectives and what are 
not. 


Len McGimpsey: The Government has 
often directed contracts to certain 
manufacturers for objectives which are 
other than military. We raised this 
matter in a previous report and the 
Public Accounts Committee 
subsequently recommended that the 
department clearly state objectives that 
are strictly non-departmental. As can 
be seen in Part Ill of the Estimates, the 
department has come a long way. 


John Rutherford: The key issue is 
whether the minister and deputy 
minister are able to hide behind one 
another when it comes to the 
accountability issue. If the reality is that 
a decision is political then politicians are 
accountable. We are required to report 
any decision that appears to have been 
made without due regard for economy, 
efficiency and effectiveness. 


Desmond Kimmitt: At one time the 
Office was considered to be unfair to 
deputies and departments because we 
held them responsible for costly 
decisions when those making the 
decisions were if fact the politicians. Did 
we do this? Are we still doing it? 


Len McGimpsey: In many of the 
chapters | have been involved with, we 


John Rutherford: “The key issue is 
whether the minister and deputy 
minister are able to hide behind one 
another when it comes to 
accountability.” 


have been sensitive to the issue of 
ministerial involvement. In a number of 
cases | have been told by the deputy 
that there was ministerial intervention, 
but the deputy possessed no 
documentation to show that this had 
happened. 


It all comes back to the question of how 
can we have the accountability 
relationship of minister and deputy that 
Gordon Osbaldeston talks about if the 
ground rules are unclear between those 
two levels. So if there is a lack of 
analysis in a department where 
alternatives had been explored, our only 
option is to report that fact. Even though 
bureaucrats told us that there was no 
point in analysing alternatives because 
the minister had already made the 
decision. 


John Rutherford: But if there is 
documentation that ministerial 
involvement was the reason that other 
alternatives were not examined, we 
would have the obligation to say so. 


Suzanne Labarge: It seems to me the 
way we audit, we tend to look at 
process. Did we do the financial 
analysis? Have we got the right system? 
Is it producing the anticipated results? 
Our emphasis focusses on the 
department. We don't look for political 
decisions, and we only hear about them 
if the department volunteers the 
information. 


Len McGimpsey: But even when the 
department tells us that their minister 


Len McGimpsey: “We can only audit 
against defined purposes. That's an 
important rationale of legislative 
auditors.” 


has indicated a preference, it still has a 
clear duty to explore and submit 
alternatives. 


John Rutherford: But it’s a waste of 

time and money to analyse, in greater 
depth, alternatives if the minister has 

made up his or her mind. 


Len McGimpsey: |’m not sure about 
that. If a minister had received full 
information on a situation that was 
clearly not cost beneficial, would he or 
she have still gone ahead with the 
decision? 


There’s another issue in all this. As 
auditors we have to be aware not only of 
the decision to make the capital 
expenditures to start with, but of its 
Ongoing impact. How can we tell if 
something that was built to be inefficient 
is being operated as efficiently as 
possible given that constraint? 


Suzanne Labarge: But surely one can 
determine that. Granted if something is 
larger or more elaborate than it need be 
because of a political decision, we ought 
to be able to measure the efficiency of 
its operation in those terms. We have to 
attempt to do so, or else we would tend 
to say that there are so many 
inefficiencies built into this project that 
it's not worth debating whether it’s as 
efficient as it can be. 


Len McGimpsey: But that’s where the 
whole accountability thing breaks down. 
In my 15 years in government I've never 
heard anyone say that, "here is a 


standard of efficiency that pertains to a 
rational model and here is one that 
pertains to a plant that is twice the size 
that it needs to be." 


Suzanne Labarge: | recognize there is 
a fundamental problem, but we still have 
to try to measure efficiency taking all 
these things into account. 


John Rutherford: The concept of 
managerial accountability is based on 
certain assumptions, one is that you set 
clear objectives. | recently read that in 
England in 1834, they passed new laws 
intending to establish well-defined 
statements of what was to be done and 
how. This was unsuccessful. 


lf we still face the same problems 150 
years later, surely it's indicative of an 
inconsistency between the model of 
managerial accountability which is 
based on a rational management model 
and the reality of the political system. 
Nonetheless, we always revert back to 
the rational management model as if 
this were a legitimate basis for 
accountability. 


Desmond Kimmitt: We look at how 
well a program is being delivered, at the 
same time acknowledging the 
environment, political or otherwise, in 
which it operates. In my six years with 
the Office, | sense much more 
sophistication in the way we audit. Is 
this true? 


Len McGimpsey: |’m not sure that we 
are becoming more sophisticated. 
Initially, a comprehensive audit looked 
at management processes. Today, we 
have become more program oriented. 
We are more knowledgeable of the 
programs we audit and ensure that our 
recommendations make sense in a 
realistic context. 


Which raises another issue. The Auditor 
General Act calls for the direct reporting 
of cases where there has been lack of 
regard for economy, efficiency and 
effectiveness. The Act doesn’t speak 
about accountability. That may be one 
of our problems. We keep looking for 
some purpose to our audits that is 
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greater than reporting the instances the 
Act requires. We talk about auditing and 
accountability relationships. Why don’t 
we just audit according to the Act? 


Suzanne Labarge: | agree. We try to 
go beyond reporting what has gone 
wrong and keep asking ourselves why it 
went wrong. This is why accountability 
is such a big issue today. 


Desmond Kimmitt: But isn’t that 
because we have a responsibility to 
bend over backwards to be fair? 


Suzanne Labarge: | don’t think that 
makes departments any happier. | feel 
we have many philosophical statements 
in our chapters these days; but when 
push comes to shove, the deputy’s only 
concern is whether a particular issue 
gets picked up by the media. 


Desmond Kimmitt: | find that rather 
discouraging. Should we go back to the 
era when this Office sent out audit 
teams to find horror stories that the 
media could latch on to? Are we trying 
to achieve balanced reporting and take 
cognizance of the environment in which 
they might operate? 


John Rutherford: The purpose is not to 
have happy departments. Our purpose 
is that Parliament be adequately 
informed about cases of waste, 
extravagance, abuse of powers, 
irregularities, and lack of prudence or 
probity. 


Desmond Kimmitt: But surely we are 
all interested in truth. To give the horror 
story without its context is to report less 
than the truth. 


Len McGimpsey: ‘Horror story’ creates 
a totally negative connotation. | would 
like to think that when auditors go out to 
audit a program or a section of a 
program, they do enough analysis to 
understand it and the factors that are 
most significant to keep the program 
running smoothly. The audit members 
are aware that taking a theoretical 
position on an issue is not normally 
satisfactory. We must identify specifics 
that could have gone wrong as a result 
of the deficiency. 


That is when we report cases to 


Parliament. Otherwise, we get into the 
game of writing up theoretical issues 
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and, in the final analysis, the Public 
Accounts Committee is unsure of what 
we are saying. 


John Rutherford: The real test is that 
something is wrong only if it can be 
fixed. 


Desmond Kimmitt: This is the tenth 
anniversary of the Act which contained 
value-for-money provisions. Have we 
crossed the line of commenting directly 
or indirectly on the Government's policy 
decisions? 


John Rutherford: In the early 1900s, 
Winston Churchill spoke of an area 
which he defined as the merit of an 
expenditure: it lay between the clearly 
defined "accountability" extreme of 
books of accounts and the clearly 
political extreme of "policy." He didn't 
want auditors fooling around in this area 
of merit. We are not questioning 
whether a decision was a good or a bad 
idea; but we have an obligation to ask 
whether Parliament had all the required 
information when it voted on that 
decision. 


Len McGimpsey: | think that the Office 
of the Auditor General has a moral right 
to make significant information available 
to Parliament that has not otherwise 
been given by the Government. The 
Auditor General is an officer of 
Parliament. A section of the Act states 
that, "he should report to Parliament 
information that he considers to be of 
significance and of a nature that should 
be brought to the attention of the House 
of Commons." If money was being 
spent abnormally — a Taj Mahal in the 
Arctic — then, even though it was being 
done legally and with full Cabinet 
approval, it would be incumbent upon 
the Auditor General to make this 
information available to Parliament. 


But it requires great judgement on the 
part of the Auditor General as to what 
he decides to include in the annual 
Report. | firmly believe the Act was 
written with this in mind. The annual 
Report of the Auditor General to the 
House of Commons is greatly respected 
by Parliament. It provides an overview 
of departmental spending where the 
funds have been spent without due 
regard for eccnomy, efficiency and 
effectiveness. This is a statement of Ken 
Dye’s accountability to Parliament and 
to the people of Canada. 


Desmond Kimmitt: Perhaps that’s a 
good note to end on. 


The Icy Edge of 
Comprehensive Auditing 


by Jack Wadsworth 
Director, Audit Operations 


The comprehensive audit of the 
Northwest Territories Housing 
Corporation, was presented by the 
Auditor General to the Legislative 
Assembly of the Northwest Territories 
(NWT) in July 1987. This unique audit 
was conducted by the Edmonton and 
Vancouver Regional offices under the 
direction of Assistant Auditor General 
Don Young. 


Jack Wadsworth provides insight into 
the way the audit was conducted. The 
report itself is presently being 
considered by the Northwest Territories 
Executive Council. 


There is no doubt that any simple 
description of Canada’s Northwest 
Territories (NWT) is forbidding to even 
the most intrepid of auditors. The area 
is equal to the sub-continent of India; it 
is three time zones wide; some of its 
major settlements are almost 3,000 
kilometres due north from the Canada- 
United States border; the total 
population is only 50,000 or about one 
seventh of that of Ottawa. Its climate is 
Arctic; trees do not grow on the majority 
of NWT land. There is almost total 
darkness during winter. At midnight in 
summer the sun shines. One 
community advertises, "sunset October 
30, sunrise February 15." 


Achieving Cost 
ee Effectiveness 
Geography was a major 
concern when exploring ways 
to achieve cost effectiveness throughout 


the planning, execution and reporting 
cycles of the audit. Other important 


factors were the social environment of 
housing and the political visibility of all 
aspects of the Housing Corporation. 


The vastness of Canada’s North means 
that all travel is expensive. Cost 
effective alternatives had to be utilized 
whenever possible — particularly 
telephone communications. 


The social milieu of housing in the 
typical community provides a climate 
unique to the NWT. The largest 
program of the Housing Corporation is 
public housing, which forms the majority 
of dwellings. The tenants form 
associations and select a board and 
chairperson to administer the property 
on behalf of the Corporation. In effect, 
the tenants are their own landlord. It was 
critical for the OAG audit team to obtain 
a thorough comprehension of the social 
environment during the survey phase; 
so that the audit itself could be 
implemented as cost effectively as 
possible. 


The political visibility of the Corporation 
was a major factor since the 
comprehensive audit was initiated on an 
entity that had previously been 
assessed by a special committee of the 
Northwest Territories Legislative 
Assembly. The report contained 82 
recommendations for implementation in 
the Corporation, one suggestion was 
that the Auditor General perform a 
comprehensive audit on its operations. 
The audit team was interacting with 
Housing Corporation personnel who had 
already been reviewed, and who were 
now being faced with an additional 
audit. Due to the sensitivity of the audit, 
the OAG team had to be completely 
open in its approach. As a result, the 
key managers in the Corporation came 
to understand and accept all aspects of 
the audit process. 


The Survey 
Demonstrating that the sun 


never sets on a comprehensive 

audit team, the analysis was 
completed during the summer of 1986. 
The team members who assisted me in 
this unique audit were Auditor John 
Preston and Director Rosemary 
Wallbank. The western segment was 
essentially a trip down the mighty 
Mackenzie River, while the eastern 
portion was centred mainly on Baffin 
Island. 


To preserve objectivity the team 
dropped into communities unescorted: 


literally, the landing strip being an 
integral part of most working 
communities. A telephone call to a key: 
official was our only introduction. 
Knocking on doors and recruiting the 
volunteer services of a bilingual native, 
whenever language barriers were 
encountered, became a proven "modus 
operandi". An attractively human aspect 
of these interviews was that the 
interpreters themselves became 
involved in the substance of the 
conversation. Less welcome were the 
aerial attacks by the North's high 
powered mosquitoes. 


To develop a view on how other 
governments furnish and manage 
similar housing in conditions where 
public subsidy was required, telephone 
contacts and a subsequent exchange of 
printed material was secured with 
Alaskan and Washington D.C. housing 
officials. While in the Baffin, the group 
flew to Nuuk (the capital of Greenland) 
to analyse the conditions parallel to 
those in the NWT. The Greenland Home 
Rule Government imparted excellent 
perceptions since they had recently 
finished comparative studies of housing 
in the Northwest Territories. 


As there would be no possibility to 
revisit the remote communities of the 
NWT, the survey probed deeply into all 
likely contentious issues in preparing for 
the execution phase of the audit. 
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Recently built public housing that overlooks Frobisher Bay. 


The Audit Program 
oS The best way to make the 

comprehensive audit process 

open to the Housing 
Corporation was to use the audit 
program itself as a communication 
instrument. Our goal was to comment 
on how well the Corporation could 
assure the Legislative Assembly that 
their operations were effective, and were 
being implemented with due regard to 
economy and efficiency. This program 
involved the following interconnected 
steps: 


- securing an understanding of the 
Corporation in order to identify those 
activities that are important to 
housing in the NWT; 


- deciding, for each important activity, 
the key management areas; 


- identifying the objectives of the 
Corporation in each management 
area; 


- identifying the risks and threats to 
the achievement of each objective; 


- linking management controls 
designed to deal with each risk and 
threat to the achievement of the 
objective; and 


- testing the ability of the management 
controls to deal with the risks and 
threats. 
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Through the use of the audit program it 
was possible to enter into a consistent 
dialogue with each responsibility centre 
in the Corporation to assemble sufficient 
criteria for precise testing during the 
audit. 


Audit Execution 
The good relationship 
established between the staff of 


the Corporation and the OAG’s 
auditors was of utmost importance in 
the audit execution. The Corporation 
provided assistance in a number of 
significant areas. The team involved in 
the audit execution from the Edmonton 
and Vancouver offices: Auditor John 
Preston, Manager Gerry Kimmel, 
Supervisor Bruce Carroll and Jim 
Currie, an Ottawa based consultant 
provided his expertise since he had 
previous experience in auditing social 
type programs, especially those in the 
North. Gisele Wand from Graphics and 
Liz Dowd, the Electronic Resources 
Co-ordinator did a wonderful job with 
the presentation of the audit once it was 
completed. 


The telephone proved a key instrument 
in performing the audit. A special 
questionnaire/dialogue technique 
allowed the audit team to cover 
practically all the field offices dispersed 
throughout the NWT. 


Reporting proved to be relatively easy 
due to established program and 
communication channels between the 
audit team and the Corporation. The 
Corporation was presented with no 
surprises and the report was considered 
to be well balanced. 


Lessons Learned 

The unique environment of the 
NWT compelled the audit team 
to initiate special cost effective 
measures. Two of these techniques 
have broader applications. The first is 
the evolution of a defined audit program 
that could prove beneficial in the 
conduct of special examinations. The 
second is the questionnaire/dialogue 
technique used extensively in our 
telephone audit work. In certain 
circumstances, there is potential for 
reducing travel costs in future audits 
and special examinations. 


The audit team is presently 
communicating this methodology to the 
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OAG’s Professional Practices Group for 
dissemination throughout the Office. 
Another lesson learned was that 
performing a comprehensive audit in 
northern Canada is not very different 
from auditing elsewhere. The work 
demanded the same rigour and care. 


Throughout the experience, the OAG 
team encountered the highest 
professionalism from the staff of the 
Corporation. 


Three Firsts 
oe When Kenneth Dye signed the 

transmittal letter to the 

Legislative Assembly, he 
confirmed the uniqueness of this audit. 
It is the first comprehensive audit of the 
most complex and geographically 
dispersed agency of the NWT 
government. It is also the first 
comprehensive audit that the Auditor 
General has reported to the NWT 
Legislative Assembly. And it is the first 
OAG comprehensive audit to be 
translated into Inuktitut. 


Memories 
Recollection fades as members 
of the audit team pursue other 


activities. But Canada’s North is 
so vast and so different that certain 
memories of places are indelible. 


We saw things with new eyes as we 
travelled across Great Slave Lake with a 
film crew from the Canadian 
Broadcasting Corporation. We were 
struck by the similarity of Cape Dorset 
to Cape Cod. Icebergs seen from 
25,000 feet are like jewels set in 
turquoise. The delta of the Mackenzie 
seems to stretch to infinity. 


And we remember the unique 
individuals who are the people of the 
North. Vivacious Tuppittia Quitsualik 
who led us on a sunny late night 
expedition into the green hills around 
Pond Inlet to taste wild rhubarb; 
members of her family are depicted in 
the Arctic scene on Canada’s old two 
dollar bill. There were our pilots for five 
days on Baffin, flying in the Eastern 
Arctic for the first time. And Dorthe 
Johannsen, our gracious Danish host in 
Greenland, was typical of the kind of 
people living in the far north. 


When particular memories are gone, we 
will always remember the vastness and 
the loneliness; the special beauty that is 
northern Canada. 


The Annual 


Report 


The Media Responds 


This article makes the assumption that 
most readers of Opinions will have had 
the opportunity of seeing the 1987 
Auditor General's annual Report. So, 
rather than focussing on its contents, 
the attention is on the media's early 
responses to Kenneth Dye’s Report. 


Shortly before the tabling of the Auditor 
General’s annual Report on 27 October 
1987, a fire broke out in an elevator 
shaft of Canada’s Parliament Buildings. 
Quickly brought under control, the fire 
nonetheless caused the evacuation of 
the House of Commons and delayed by 
almost an hour its presentation. 


The conflagration provided inspiration 
for one cartoonist who pictured Auditor 
General Ken Dye as the devil emerging 
from the flames clutching his Report. 
Question Period in the House also 
remained heated through the balance of 
the week as opposition members 
challenged the Government in regard to 
a five million dollar contribution to the 
giant West Edmonton Mall; the eligibility 
of the payment is questioned in Chapter 
16 of the Report. The rancor of the 
exchanges in the House of Commons 
seemed more a reflection of the length 
of the session, which had begun long 
ago in the heat of summer, than of the 
nature of this particular annual Report. 
For, as the Government was quick to 
point out, the findings contain much that 
iS positive. 


It was the media rather than the House 
of Commons that first identified the 
evenhandedness of the Report. Ken 
Dye writes at the beginning of the 
Report that he "brings good news and 
bad news. It is a record of solid 


progress in managing the machinery of 
government; but it also tells a story of 
unmet objectives and missed 
opportunities." 


Television and newspapers had their 
usual quota of fun with specific 


examples of mistakes and inefficiencies. 


Bullets that won't shoot straight, hot air 
balloons that never got off the ground 
during Environment Week, potential 
risks to the health of Canadians posed 
by inadequate monitoring of adverse 
reactions to prescription drugs, and the 
circuitous offshore route by which 
money was channelled to the Hongkong 
Bank of Canada, all produced headlines 
across Canada. 


But the press was also quick to note the 
balance and depth of Kenneth Dye’s 
seventh annual Report. The lead 
editorial "Mr. Dye Advises," The Globe 
and Mail (Toronto), 29 October, began: 


If you had not met Auditor 
General Kenneth Dye, you would 
like the man just from reading his 
annual Reports (well, some 
people read them). They are not 
melodramatic cries for personal 
publicity, or unctuous sermons 
about waste. They are 
constructive discussions about 
the financial state of Canada’s 
federal government, which Is 
improving. 


The editorial went on to discuss the 
findings of the Financial Management 
Control Study. It identified, in a positive 
manner, Ken Dye’s concerns about the 
federal deficit as being of particular 
significance and touched on the 
Report's ‘inevitable horror stories’; but 
went on to remark that these are: 


... not as grotesque as usual, and 
Ken Dye says that, overall, "the 
glass is half full rather than half 
empty." The Government and the 
bureaucracy must share with this 
excellent Auditor General the 
creait for getting this far. 


Not all commentators were pleased that 
the Auditor General had positive things 
to say. Don McGillivray of the Financial 
Times of Canada (Toronto), 2 
November, asserted that: 


... 4 good Auditor General should 
be meaner than a junkyard dog. It 


A quickly extinguished fire caused the House of Commons to be 
evacuated shortly before the annual Report was to be tabled. 


Auditor General Ken Dye accompanied by Public Affairs 
Principal Maurice Cutler walk to the House on tabling day. 


ee 
oe 


Ken Dye chats with New Democratic Party leader, 


The Honourable Edward Broadbent moments before annual 


Report is tabled in the House. 
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isn't his job to praise people and 
make them feel good. He’s there 
to put the fear of God into them. 
As far as most Canadians are 
concerned, the Auditor General 
makes a once-a-year 
appearance to tell “horror 
stories" about the waste of their 
tax money. 


Most other readers of the annual Report 
recognized that Ken Dye’s good news 
was qualified by warning signals. In a 
balanced editorial under the heading 
"Le gouffre du deficit", by Jean- 
Claude Leclerc, Le Devoir (Montreal), 
29 October, began: 


Good news for the people of 
Canada and especially for the 
Mulroney government: the 
machinery of the federal public 
service is generally working well. 
There are still deplorable 
deficiencies ... but many 
corrective measures have been 
put in place or are being 
contemplated. There is a change 
in attitude among public servants; 
funds are being allocated more 
appropriately. As a whole, the 
Government is more effective. 


But Le Devoir’s editorial closed by also 
commenting on the Auditor General’s 
concerns for Canada’s future: 


It’s obvious that if no 
straightening out is undertaken 
and if the economy suffers a 
serious setback, the Government 
would have no alternative but to 
cut services in essential 
programs. In this regard, each 
unjustified expense, each 
careless handout, each excessive 
inventory, brings us closer to the 
gulf where we are deferring our 
obligations and imposing on the 
generations that follow us. 
(Opinions’ translation) 


At the other end of the country, The 
Vancouver Sun, 29 October, reported: 


Kenneth Dye points out that an 
audit report is negative by nature, 
and offers few opportunities for 
praise. Measured by that 
yardstick, this has to be the most 
upbeat assessment of the federal 
government's performance in 
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many a year, for he has found a 
lot of good news among the bad. 


The editorial then noted the problems of 
morale revealed in the Report and 
quoted Ken Dye’s words about a "too 
often stifled potential within the public 
service." The Vancouver Sun 
concluded: 


... If that potential can be 
unlocked, the annual library of 
horror stories might become a 
thing of the past. 


Douglas Fisher writing in The Toronto 
Sun, 30 October, praised the Report for 
its Clarity: 


Our government rests on an 
electorate which should make 
choices based on good 
information of where we've been 
and where we are, notably in 
raising and spending money. 
Kenneth Dye told me last week 
that | should weigh his Report 
against his feeling that he and his 
writers have achieved both lucid 
presentation of the facts and 
clear, fair assessments of them. 
After a few hours perusing the 
Report | feel he should be 
complimented. Putting aside the 
formidable, even scary length and 
bulk on the whole, the parts I’ve 
examined are not beyond most 
Canadians. 


The following day, Douglas Fisher 
examined in detail the issue of financial 
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management and the federal 
deficit. He commented wryly that: 


None of us likes to contemplate 
our debts for long. Our politicians 
feel that way. The escalating 
federal debt never stays long 
before them. It remains an 
unknown to most of us. So last 
week Ken Dye, the Auditor 
General, tried hard to get the 
politicians and reporters to face 
our deficits-debt horror. 


And, after providing an overall 

summary, Douglas Fisher complimented 
Kenneth Dye on bringing the issues to 
the attention of the Members of 
Parliament and to the Canadian public. 


Arthur Drache in The Financial Post 
(Toronto), 2 November, "Bank Gets 
Sweetheart Tax Break" zeroed in on the 
transaction that allowed the Hongkong 
Bank of Canada to exclude $200 million 
from income for tax purposes. Gord 
McIntosh (Canadian Press), Le Droit 
(Ottawa), 9 November, addressed the 
same issue, identifying two key 
concerns: 


How, asks Auditor General Ken 
Dye, can we expect the ordinary 
Canadian to respect the integrity 
of the tax system, when senior 
civil servants are, on behalf of a 
special interest group, seeking 
out loopholes in the system? 


NEWS ITEM: CANADIAN ARMED FORCES 
BOUGHT 12 MILLION BULLETS THAT 


WON'T SHOOT STRAIGHT... 


The Gazette 
29 October 1987 


Ken Dye is equally concerned that the 
tax break was concealed from 
Parliament. An amendment to the Bank 
Act was quickly passed through the 
House before a financial bail out was 
provided to the failing Bank of British 
Columbia. (Opinions' translation) 


At the same time that opposition 
members were hammering the 
Government for the West Edmonton 
Mall grant, Roy Cook of The Edmonton 
Journal, 30 October, was pointing out 
that the money may have been well 
spent: 


The Government deserves 
criticism for violating its own 
policies and for trying to hide 
what are purely political decisions 
behind a mask of economic 
propriety. 


But regardless of how the grant 
was made, unlike many of the 
Government's other investments, 
West Edmonton Mall is a success. 
It is a start toward diversifying the 
province's economy; toward 
making us less reliant on the 
vagaries of world commodity 
prices. 


Within a couple of weeks of the tabling 
in the House of Commons, the Auditor 
General’s annual Report had 
disappeared from the news and editorial 
pages. Over the next months the Public 
Accounts Committee will be scrutinizing 
its chapters and one can anticipate 
further reaction in Parliament and in the 
media to the substantive issues. 


Meanwhile The Financial Post (Toronto), 


2 November, summarized early 
reactions: 


The opposition is feeding on the 
choice examples of uncontrolled 
spending like hungry piranhas. 
But, as he should be, Ken Dye is 
more interested in seeing that 
improvements in financial 
management flow from pointing to 
inefficiencies and waste. 


The news Is not all bad. There 
have been significant 
improvements made in financial 
controls. All weary taxpayers 
welcome this sign of progress. 


Auditor General Ken Dye and Deputy Auditor General Ed Rowe 
discuss the agenda for tabling the Report. 


ae _* 2 
At the media lock-up, OAG Public Affairs Principal Maurice Cutler 
discusses the annual Report with CBC's Mike Duffy. 


Opinions 


yo \ 
"Season’ s Greetings! 


Our journal goes to many addresses in 
Canada. As well, it goes to individuals and 
organizations throughout the world, whose 
faiths and traditions are different from our own. 
As these words are being written in late 
November, here in Ottawa we are digging out 
from our first heavy fall of snow; a seasonal 
reminder that the festivals of Hanukkah and | 


(especial are coming quickly — times of joy, — 


especially for the children. 


As we approach another New Year we wish for 
you prosperity and happiness; and, for all PS 2 PA 


(children, a world that is at Lear Was 
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Comprehensive auditing is a discipline that calls on the skills 
of many professionals — accountants, political scientists, 
economists, engineers, lawyers, computer specialists, 
sociologists, and many others. The Office of the Auditor 
General (OAG) brings all these people together. It makes for a 
stimulating environment. 


One aspect of this inter-disciplinary approach is that in my 
Office there is no distinction between accountants as to their 
professional designation. Chartered Accountants, Certified 
General Accountants, and members of the Society of 
Management Accountants work together, have equal 
opportunity, and all attain positions of leadership in the OAG. 
The measure of a person's worth is his or her ability to get the 
job done. 


It has long been a matter of regret to me that Canada’s 
accounting profession is balkanized; and that each of the three 
major accounting designations has too often expended much 
time and energy on consolidating or redefining its own position 
and status. This ongoing internecine strife has served neither 
Canada nor the profession well. 


There are welcome signs that these old conflicts may be 
drawing to a close. In British Columbia, a carefully worked out 
and imaginative proposal for integrating that province’s Society 
of Management Accountants and Institute of Chartered 
Accountants will be voted on by the membership of both 
bodies this summer. At the other end of the country, |’Ordre 
des comptables agréés du Québec has recently formulated an 
initiative that could bring accountants from the three 
designations within Quebec into one professional organization. 


For these initiatives to succeed, it is not only necessary for _ 
former prejudices and stereotypings to be set aside. Far more 
crucially, the total accounting profession in Canada needs to 
broaden its horizons. 


As never before, Canada needs the experience and knowledge 
that the professional accountant can bring to the financial and 
management complexities that belong to our society today. As 
our country’s accountants, we have a responsibility to respond 
to that challenge, not dissipate our energies in quarrelling with 
one another. 


At the same time, individual Canadians who seek out the 
services of an accountant need to know that a professional 
designation is indeed an assurance that the accountant 
processes the needed skills and judgment. A joining of forces 
must not mean any dilution of standards. 


| congratulate the leaders of these accounting bodies for their 
vision of what is possible. Perhaps their leadership will inspire 
other provincial and national accounting bodies to think 
through these issues again in an unselfish, realistic fashion 
that focusses on what is best for all Canadians. 


The matter is urgent. Demographic studies point to a shortage 
of all professionals in the not distant future. Meanwhile, in 
public practice, in industry, in government, in the decision- 
making that shapes Canada, the professional accountant has a 
unique role to fulfil. 


Together we can achieve what we never shall, while we remain 
divided. 


Pi 


Kenneth M. Dye, FCA 
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Understanding 


the Entity 


Getting it Off the 
Ground 


by Tom Hopwood and Howard DuBois, 
Directors, Audit Operations 


It is well recognized that 
comprehensive auditing 1s an evolving 
skill. The Office of the Auditor General 
of Canada (OAG) has been a pioneer in 
initiating and developing broad-scope 
audit techniques. If there is one 
essential thing that the OAG’s auditors 
have learned from their experience in 
comprehensive auditing, it is that they 
must as fully as possible understand 
the nature of the entity they are 
auditing: its mandate and environment; 
the constraints it operates under; the 
way it carries out its tasks. 


The Department of National Defence 
audit team, led by Principal David 
Rattray, has been particularly 
successful in getting close to its client. 
In this article, two directors from the 
team provide a first-hand look at some 
of their innovative audit approaches. 


It seems that one of the biggest 
challenges during a value-for-money 
audit is turning the high level concepts 
and ideas into action plans and 
activities. Everyone seems to enjoy the 
heady discussions at the beginning of 
the audit: how the organization has 
evolved since Confederation; the 
possible impacts of technology and free 
trade; and how the audit will correct 
decades of abuse. Eventually, however, 
these thoughts have to be converted 
into work programs that contain such 
mundane items as statistical samples, 
survey forms and interview schedules. 
As we shorten the period between 
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audits, adopt a results orientation and 
drive toward greater efficiency, the 
pressure grows to get audits off the 
ground quickly. 


The size ar ' complexity of the 
Department of National Defence (DND) 
have forcec .. to adopt some novel 
approaches. Each year we are 
confronted with new program areas that 
involve expenditures of hundreds of 
millions, if not billions, of dollars, and 
that are entangled in ithe complexities of 
wartime effectiveness, advanced 
technology, industrial and regional 
development and foreign relations. 


The DND audit team is now starting its 
fourth comprehensive audit and, 
fortunately, each cycle teaches us some 
new techniques that help us jump-start 
the process. Along the way we have 
developed a few ideas that are perhaps 
similar to those used by others involved 
in comprehensive auditing, and some 
approaches that may be unique and 
worthy of passing along. 


Close Encounters 
Departments with an 
operational mandate provide us 
with the opportunity to get out 
and see how things really happen — 
providing we are willing to loosen our 
ties a little. It's where the net hits the 
water, wheels hit the runway and the 
bullet strikes its target that real outputs 
are achieved. 


DND’s $10 billion budget and its more 
than 120,000 people are directed toward 
the task of maintaining an effective 
military Capacity in order to defend 
Canada. Since beginning the first 
comprehensive audit of DND in 1982, 
OAG audit team members have been 
lowered from helicopters onto the decks 
of destroyers, flown on missions in long 
range patrol aircraft, driven in tanks and 
armoured personnel carriers, and have 
visited almost every major base in 
Canada and Europe. 


In the Fall of 1987, to give the audit 
team an even closer encounter with the 
activities of the Department, the Chief of 
the Defence Staff, General Paul 
Manson, invited two members of the 
Office to take part in an operational 
exercise in Europe. During this exercise 
they had the chance to view command 
and control operations, in-field 
maintenance and supply activities, 
rear-area support, and simulated 
combat. They took part in tank battles, 
drove through the night in a 30-ton 
truck, ate breakfast in a forest with an 
artillery regiment, bumped across a field 
at two in the morning in a troop carrier 
while looking for a logistics centre, slept 
ina tent with twelve soldiers, and were — 
on different occasions — blasted by 
machine guns, strafed by anti-tank 
aircraft, smoke-bombed, and shot at 

by tanks. 


While all this sounds like a lot of fun, the 


Tom Hopwood taking part in the Fall Exercise in Germany. 


learning experience is irreplaceable. 
When logistics personnel talk about a 
Forward Mobile Support Unit or first line 
support we now have a much better 
appreciation for what they are talking 
about. Over the years, this kind of 
hands-on experience has helped us 
quickly identify what is and what is not 
significant, as well as to locate the 
critical areas of systems and processes. 


Getting the Facts Quickly 
oe Starting an audit in a new area 

involves an inevitable amount 

of wheel spinning as we sort 
out which direction to pursue. For our 
1987 audit at DND we had to review 13 
major Crown Projects; so it seemed 
appropriate to look for some way of 
shortening the learning period. We 
therefore introduced a concept of 
"Read-in Packages” to help us get up 
to speed quickly and to avoid wasting 
departmental staff time with 
unproductive questioning. 


We prepared a list of the kinds of 
information we would need to carry out 
our audit of each project, and gave the 
list to DND officials before the 
preliminary survey began. The list 
ended up being about two pages long, 
and contained the names of key 


planning, control and review documents, 


internal audit and program evaluation 
reports, as well as a general request for 
"anything else you think would help" 


Howard DuBois aboard the HMCS Huron. 


Within weeks we had received boxloads 
of documents, which we then reviewed 
before beginning interviews with 
program or project managers. The result 
was that we began our discussions on 
an informed footing, saving time for both 
ourselves and officials of the 
Department. 


For our 1988 audit of DND we 
requested "Read-in Packages" for 
both the Combat Supplies and the 
Maintenance lines of enquiry. Once 
again a large amount of very useful 
information was received quickly. 


Learning How the 
a Systems Work 

Every new area of audit in DND 

introduces us to an array of 
large, sometimes outdated, and inter- 
mingled systems and processes. To 
develop our test plans we have to 
determine how these systems work, 
whether or not the information is 
accessible, and what the data means 
once we get it. Because of the size of 
the areas we examine and the number 
of transactions involved, we usually 
must rely on statistical approaches. For 
example, our 1987 audit of Supply 
Operations looked at a system that 
handled 1.3 million different items, and 
involved expenditures of about $1.3 
billion annually. We randomly selected 
200 items for detailed testing and used 
the results of these tests to forecast the 


total dollar impact of practices such as 
buying in advance of need, or paying 
increased prices. 


During the pilot testing of a sample of 
items for the 1988 Maintenance line of 
enquiry, it became apparent that a 
number of us were asking basically the 
same questions of officials of the 
Department. One of them, after 
explaining his part of the operation , 
said: "You guys should take the course | 
just took.". After a few phone calls, a 
ten-hour course was pulled together 
from three other courses run by the 
Department. Within little more than a 
week, ten members of the DND audit 
team and two members of the 
Department of Supply and Services 
audit team were sitting in a National 
Defence training room learning how the 
repairable pipeline operates, how and 
when reports are produced, and what 
management is doing to upgrade and 
improve the system. 


Once again, those involved found this 
hands-on experience to be well worth 
the effort, and we intend to try to 
become more involved with the 
Department's internal courses. 


Making Best Use of 
Technical Experts 

It is often not cost effective to 
retain high priced consultants 
throughout an audit. To make best use 
of available resources, we have adopted 
the approach of employing some 
experts as "technology transfer agents" 
who are contracted to work with other 
team members during the early 
planning and the later reporting stages 


in this Capacity the experts play a role 
somewhere between an advisory 
committee member and a full time staff 
member. Like the advisory committee 
members they are expected to help 
guide the team's efforts by making sure 
audit activities deal with the most 
important aspects of the area being 
reviewed. But they are also expected to 
work on a daily basis with team 
members during the preliminary survey 
to identify major systems and controls, 
recognize matters of significance, 
ensure that the important aspects of the 
area under review are addressed and -— 
most importantly — pass on their 
knowledge and experience to the team 
members who will carry out the audit 
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Gary Charter and Eila Stenberg fro 
warehouse facilities at CFB Calgary. 


Len McGimpsey at a second line supply depot. In the background, a 30-ton truck 


= i 


m the Edmonton Regional Office touring 


iS being loaded for a midnight reprovisioning run. 


Later, when test results are being 
considered and project reports are 
being drafted, these experts once again 
become heavily involved in reviewing 
findings and ensuring that the 
conclusions being reached are logical 
and based on reliable evidence. 


So... In Conclusion 

The above are a few of the 

approaches we have introduced 

along the way to get our audits 
going more efficiently. There is another 
set of techniques that we have used to 


speed up the examination process — 
things like pilot testing our samples, 
down-loading the Department's data 
base for sampling and data analysis, or 
working with departmental officials to 
extract reports directly from their data 
base — but these come into play after 
the audit is off the ground. 


As we indicated earlier, comprehensive 
auditors elsewhere are probably already 
using approaches similar to those 
discussed in this article. The OAG’s 
Department of Defence audit team 
would be pleased to learn from the 
experience of others involved in 
employing such hands-on approaches. 


Audit Advisory 
Committees And The 
OAG: A Personal View 


by Desmond Kimmitt, Principal, Reports 
and Communications Group 


A feature of comprehensive auditing as 
practised by the Office of the Auditor 
General is the existence of advisory 
bodies, whose members provide advice 
to the audit team. From his first-hand 
experience with these audit advisory 
committees, Desmond Kimmitt gives 
his views as to their value. 


The scene is the fourth meeting of the 
Office of the Auditor General’s (OAG) 
audit advisory committee which is 
providing advice on the comprehensive 
audit presently taking place in the 
Department of National Defence. At first 
sight the issue under discussion seems 
straightforward enough. A proposed line 
of enquiry involves revenues received 
by the Department — such items as 
rentals of buildings and services 
provided to other governments. One 
item among these revenues is the rental 
received from military personnel for the 
living accommodation provided to them 
by DND. Is the Department collecting 
the right amounts? Are they accounting 
for these revenues in the current time 
period? Are the rental rates for single 
and married accommodations 
appropriate, in terms of private sector 
equivalents? These are some of the 
questions the OAG’s audit team will 
seek to answer. It looks like a promising 
area for auditing. The dollars involved 
are considerable; the budgeted 
revenues from rentals in 1986-87, 
including utilities, are nearly $100 
million. 


But it’s the broader issues surrounding 
any such a line of enquiry that trouble 
some of the half dozen advisers at the 
meeting. Their questions come thick 
and fast. Is it realistic - or even possible 
— to make comparisons with commercial 
rates, when military personnel may have 
no practical alternative to living in 
accommodation provided by DND? 
Wouldn't it be better to look at rentals 
not in the narrow context of revenues, 
but instead in the broader context of an 
audit of human resource management in 
the Department? Do we know if 
dissatisfaction with housing 
arrangements contributes to morale 
problems and early retirements from the 
military? Wouldn't the OAG be serving 
the taxpayers of Canada better by 
examining these wider questions? In the 
long-term, they are the issues that 
matter. 


It is a small moment in a long meeting. 
But it is fairly typical of the kind of 
probing discussion that members of the 
OAG’s advisory committee are involved 
in, as they challenge the direction and 
findings of the Office’s comprehensive 
audits. 


Audit advisory committees — with 
members drawn from both inside and 
outside the Office -— are a well 
established feature in the Office of 
Auditor General. The OAG’s 
Comprehensive Auditing Manual has 
this to say about them: 


Audit advisory committees (are) 
senior internal advisory bodies 
independent but attached to an 
ongoing audit. Members provide 
the Assistant Auditor General and 
the Principal in charge of an audit 
with advice as the audit proceeds 
from the planning to the reporting 
phase... Membership is based on 
the potential contribution of 
individuals to a specific audit, given 
their insights, skills, knowledge and 
operational experience. 


A Little History 
nee The OAG’s audit advisory 

committees are a logical 

outcome of the way in which 
the Office became involved in 
comprehensive auditing. When 
Canada’s Auditor General Act passed 
into law, in July 1977, the then Auditor 
General, James J. Macdonell, was faced 
by the daunting prospect of performing 
value-for-money audits with an audit 
staff whose experience was almost 


entirely in the area of traditional attest 
and compliance auditing. 


In Jim Macdonell’s vision, the OAG’s 
approach to comprehensive auditing 
would impact on the whole mindset of 
auditing. As the 1975 Report of the 
Independent Review Committee on the 
Office of the Auditor General (the 
Wilson Committee) made so very clear, 
legislative auditing adds a new 
dimension to traditional auditing: 


It is important to recognize that 
government auditing has two 
dimensions, in contrast to the 
single focus of business auditing. 
Even if they are concerned with the 
verification of information conveyed 
by the administration to Parliament 
- the attest function - 

government auditors are expected 
to report certain types of 
information directly to the 
legislature, a function which today 
has no counterpart in the world of 
business. In many countries, this 
direct reporting function is 
considered to be their most 
important responsibility. 


\ ‘ee 


The direct reporting function receives 
statutory recognition in the 1977 Auditor 
General Act, specifically in regard to the 
Act's value-for-money reporting 
requirements. But to achieve the ability 
to perform this broader scope of audit 
places tremendous demands on the 
comprehensive auditor. 


In essence, the audit team has to get to 
know a department of government 
almost as well as that department knows 
itself. 


Jim Macdonell’s response to this 
challenge was three-fold. First, he 
began a long-term strategy of 

recruiting a permanent multi- 
disciplinary team of professionals to the 
Office of the Auditor General. Second - 
using the government's executive 
interchange program in an imaginative 
and highly effective way — he drew to 
the OAG, for periods of a year or more, 
individuals from the private sector and 
universities with proven experience In 
evaluation, management consulting and 
performance auditing, and with 
knowledge of the processes of 
government. 


Chief of Compensation Services at the OAG, Mary Chenier, administers oath of 
secrecy to Peter P. Biggs, Vice-president and Director, Wood Gundy Inc., 

Toronto, prior to advisory committee meeting examining the management of the 
Public Debt. 
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Ron Moore of OAG S entral Review (left) and Raymond Van Der Bush, Managing 


Director of the Unitarian Service Committee from 1969 to 1986, are advisers on the 


comprehensive a 


Ee 


Former CBC President Al Johnson and OAG Principal Bonnie Miller, advisers on 
the comprehensive audit of Indian and Northern Affairs, share a smile. 


udit of the Canadian International Development Agency. 


the 
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Manager Rona Shaffran and Principal Henry de Souza of the OAG’s comprehensive 
audit team in Agriculture Canada listen to a point being made at an advisory 
Committee meeting. 
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Third, he required that each 
comprehensive audit — whether in a 
department or a government-wide 
study — should establish, in support of 
its work, what he termed an "advisory 
board". These boards were to be made 
up of senior auditors from within the 
Office, especially those with previous 
experience of the department being 
audited, together with external 
members. These external advisers were 
to include individuals with extensive 
knowledge of the matters which were 
the concern of the department. 


Advisory Committees 
ee prove their worth 

In the ten years that have 
followed the proclamation of 
Canada’s Auditor General Act, there has 
been a steady evolution in the ways that 
the OAG conducts a comprehensive 
audit. Some of these approaches - for 
example, an increased emphasis on 
results-based auditing rather than 
simply examining whether the proper 
management and financial systems are 
in place — have made it even more 
crucial that the audit team fully 
understands the workings of the 
department being audited. 


The OAG, under the leadership of 
Auditor General Kenneth Dye, has 
continued to respond vigorously to 
these challenges. By retaining continuity 
in audit teams the Office has ensured 
that its auditors become increasingly 
knowledgeable about individual 
departments. As well, a great deal of 
time and effort is devoted to surveying 
the activities of the department before 
the actual audit comimences. The time 
involved in this preliminary activity 
came under scrutiny by the task force 
charged with making the OAG’s 
comprehensive audits more cost- 
effective; but there can be no denying 
that an intimate knowledge of both the 
entity and the nature of its activities, 
results in the most penetrating and 
persuasive comprehensive audit 
chapters in the Auditor General’s annual 
Report. 


However, constant in this ongoing 
search to understand as fully as 
possible the structure and activity of the 
departments and other agencies the 
OAG audits has been the continued use 
of a group of advisers — now called audit 
advisory committees — in connection 
with each comprehensive audit. 


A Personal Note 
ie My own involvement with audit 
2 advisory committees came 
about shortly after | first began 
to work with Auditor General Ken Dye 
on Chapter 1 of his annual Report. This 
opening chapter, titled Matters of 
Special Importance and Interest, has 
two main thrusts. First, Ken Dye 
employs it to comment on general 
matters in the domain of the Auditor 
General. Second, it highlights the most 
significant findings from all the other 
chapters in the Report. As scribe for 
Chapter 1, one of my tasks Is to alert 
the Auditor General to emerging issues 
in the year’s audits and government- 
wide studies. It quickly became clear to 
me that one way of gaining this 
knowledge was to sit in on audit 
advisory committees; for it is at those 
meetings that the major issues identified 
in the audits are presented, reviewed 
and challenged. So, for the last four 
years, | have been invited to attend all 
advisory committees. 


From my first encounter with this 
advisory process | have been greatly 
impressed by the stature of the external 
advisers who consent to serve on these 
committees. | well recall that one of the 
advisers at the first audit advisory 
committee | attended was Simon 
Reisman, today a familiar personality to 
all Canadians — and many Americans — 
in connection with Free Trade. That 
advisory meeting took place in the early 
days of Ken Dye’s crusade against 
smoking in the workplace; and smoking 
had already been banished from all 
OAG conference rooms. Simon 
Reisman obeyed the edict for a couple 
of hours; but as the discussion became 
more intense, out came his ancient pipe 
and the aroma of tobacco smoke filled 
the room. 


Advisers are drawn from both the public 
and private sectors, and from the 
universities. An advisory committee 
attached to an audit of the Atomic 
Energy Control Board might contain 
former members of the directorate of 
the Board, together with a spokesperson 
for an interest group at odds with 
Canada’s policies on atomic energy. 


Names and Faces 

Peter Pearse, who headed the 

Royal Commission of Pacific 

Fisheries’ Policy in the early 
1980s, some years later provided 
advice to the OAG's audit of the Pacific 
and Freshwater Fisheries. President of 


the Conference Board of Canada, 
James Nininger, was an adviser for the 
1987 audit of the Management Category 
and returns this year to serve on the 
advisory committee for the OAG’s 
innovative study of productivity in well 
managed federal organizations. General 
Rene Gutknecht, formerly Chief of Land 
Doctrine and Operations in the 
Canadian Forces, continues to provide 
his incisive commentd for successive 
audits in the Department of National 
Defence. A familiar and eloquent 
personality on several different advisory 
committees — including last year’s 
sweeping Financial Management and 
Control Study and the 1988 audit of 
Indian and Northern Affairs — is Al 
Johnson, who has at various times been 
President of the CBC, Assistant Deputy 
Minister of Finance, and Professor of 
Political Science at Queen’s University. 
Faculty members of the Departments of 
Forestry at the University of Toronto 
and at the University of British Columbia 
provide members for the current 
advisory committee for our audit of the 
Canadian Forestry Service. 


Most advisers are Canadians, but 
former Vice-President of American 
Telephone and Telegraphs, Robert 
Gaynor, is an invaluable counsellor for 
the productivity study, while Dr. 
Lawrence Thompson, Chief Economist 
at the General Accounting Office in 
Washington, is a member of the 1988 
advisory committee on the audit of the 
Management of the Public Debt; where, 
incidentally, his fellow advisers include 
Douglas J.R. Humphreys, former 
Deputy Governor of the Bank of Canada 
and Dr. lan Stewart, a former Deputy 
Minister of Finance. 


OAG Advisers 

Present at virtually all advisory 

committees is Ron Moore, 

responsible for Central Review 
at the OAG. A former partner of the 
consulting firm, Woods, Gordon, and a 
Fellow of the Institute of Chartered 
Accountants of Ontario, Ron has been a 
key figure in the life of the Office for 
over ten years. He personifies much of 
the corporate memory of the Office, and 
is constantly alert for issues addressed 
by earlier reports. He instantly recalls 
innovative approaches tried in similar 
areas of audit and possesses an 
unerring instinct for identifying issues 
that will be of interest to MPs — the 
primary audience for the annual Report 
— and can be courteously ruthless in 
suggesting that other audit trails be 


closed off because nothing of 
significance Is likely to be unearthed. 


The contribution of the other internal 
advisers should not be overlooked. 
These will generally be senior staff 
members of the OAG itself. One of their 
functions is to caution both the audit 
teams and the external advisers not to 
move beyond the mandate of the 
Auditor General. The advisers from 
within the OAG are also able to identify 
similar findings emerging from other 
audits being conducted by the Office. In 
terms of Chapter 1, these will be issues 
that | will want to bring to the attention 
of the Auditor General. It may be that 
several departments have shown a lack 
of effort in recovering costs for 
programs, where there is the 
opportunity to do so. A section in the 
Auditor General’s own chapter can then 
address the generic issue of cost 
recovery, citing as examples the 
findings in the individual chapters. 


It is not only at committee meetings that 
audit advisers make their contribution. 
As the audit progresses, they will be 
regularly contacted — by telephone, 
electronically, or in person — for their 
views on developing issues. Indeed, 
while the OAG’s Comprehensive Audit 
Manual continues to refer to audit 
advisory committees, there is a school 
of thought that contends that the 
reference should instead be to ‘audit 
advisers’; the argument being that the 
emphasis should be on the special and 
expert knowledge and insights the 
advisers can bring to the audit, whether 
or not they ever in fact meet as an 
actual committee. 


The Committee System 

Works 

My own experience at audit 

advisory committees cautions 
against any such change. For two 
reasons. First, the meetings tend to act 
as milestones in the progress of a 
comprehensive audit. Bringing the 
findings together for a meeting 
demands of the audit team that they 
evaluate the work so far accomplished, 
and identify areas where more auditing 
must be performed and more evidence 
found. Second, as that man of all parts, 
novelist-physicist-politician academic 
C.P. Snow, pointed out a generation 
ago, there is really no substitute for the 
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committee process. Only in an actual 
meeting can a number of different 
viewpoints be stated, positions 
challenged, compromises made, and a 
consensus achieved. 


From time to time, an advisory 
committee will not come alive at all; and 
will merely be the occasion for the audit 
team to overload the advisers with 
information. But, far more often, the 
meetings quickly take fire, with internal 
and external advisers and team 
members having equal time. An almost 
Socratic dialogue ensues, with the thrust 
of the discussion driving deeply into the 
real meaning of the findings of the audit. 


There are no absolutes as to how often 
OAG audit advisory committees meet, 
or the manner in which they operate. 
Like so many facets of comprehensive 
auditing at its best - and this is a fact 
seemingly little understood by those 
who would overformalize the skill — the 
working of an advisory committee 
shapes itself to the requirements of the 


Special Examinations in 
Crown Corporations 


by Henno Moenting, Principal 
Audit Operations 


Amendments to the Financial 
Administration Act, relating to the 
control and accountability of most 
federal Crown corporations, became 
effective in September 1984. Among 
other things, the amended legislation 
calls for "special examinations" of such 
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entity being audited. But, generally 
speaking, an advisory committee will 
first meet towards the close of the 
survey stage. This meeting has a 
double purpose. First, it introduces the 
advisers to one another, to the members 
of the audit team, and to the audit's 
proposed scope. Second, it gives the 
advisers their first opportunity of 
commenting on the direction of the 
audit. Very often, their special 
knowledge helps the team at this early 
stage to focus on the most significant 
issues. Following this meeting, the 
advisers will be kept informed of the 
progress of the audit; and during the 
actual conduct of the audit, the advisory 
committee will come together once, 
twice, or three times, to provide input on 
the developing findings. Then, in that 
crucial moment when the 
comprehensive audit is moving into the 
reporting stage, the advisory members 
will meet once more to help hammer out 
those issues that are deemed important 
enough to be included in Auditor 
General's annual Report to Parliament. 


corporations to be carried out by an 
independent auditor at least once every 
five years. The purpose of a special 
examination is to determine whether the 
systems and practices maintained by a 
corporation provide reasonable 
assurance that assets are safeguarded 
and controlled, that resources are 
managed economically and efficiently, 
and that operations are carried out 
effectively. As such, a special 
examination is clearly a form of value- 
for-money audit. 


Nevertheless, the legislation relating to 
special examinations has a number of 
unique features. One example is the 
requirement for the examiner to express 
an "opinion" in reporting the results of 
the special examination to the board of 
directors. 


Because of the uniqueness of the 
legislation, the Office of the Auditor 
General has recently published a 
booklet entitled, "A Framework for the 
Conduct of Special Examinations in 
Crown Corporations." The booklet sets 
out the nature of the special 
examination process and product and 
establishes a framework of basic 
principles to guide the continuing 
development of practice. In preparing 


Finally, the advisers will offer 
suggestions on the arrangement and 
wording of the annual Report chapter 
itself. 


A Principal Sums Up 

It can be seen then that the 
audit advisory committee 
process is integral to the Office 
of the Auditor General’s experience in 
conducting comprehensive audits. As 
one Principal recently expressed it to 
me: "l often curse advisory 
committees. They have to be planned 
for, and material sent out beforehand to 
the members. And the meetings always 
seem to come along at the busiest 
periods in the audit. But | couldn't do 
without them. Again and again, they've 
saved me from mistakes. They stop us 
auditing in areas which will have no 
likey pay-off. Above all, the advisory 
members — especially the external ones 
— bring new perspectives and depth to 
the whole context of the audit, and 
strengthen immeasurably the impact of 
what we finally report." 


the booklet, Director Nancy Stoneman 
and Principal Henno Moenting of the 
Crown Corporations Group drew on the 
Office’s growing experience in 
implementing special examinations and 
consulted widely with colleagues in the 
public and private sectors. 


Copies of the booklet and further 
information on special examinations 
may be obtained by contacting Henno 
Moenting at (613) 995-3708 (extension 
434)). 


Henno Moenting and Nancy Stoneman 
with copies of OAG’s booklet on 
Special Examination 


Living with 


Technology 


High-tech/High-touch 
at the OAG 


by Marion Smith 
Project Leader, Career and Professional 
Development 


In this article, the author notes that the 
Office of the Auditor General of Canada 
(OAG) has moved strongly into the new 
worlds of office automation and 
communication technology. She warns 
that other organizations who have 
enthusiastically adopted high-tech 
solutions have encountered problems 
on the human front; and goes on to 
suggest ways of avoiding such 
difficulties. 


John Naisbitt, futurist, has coined a 
term, high-tech/high-touch, to 

describe the way human beings 
respond to technology. According to his 
theory, every influx of new technology 
(high-tech), needs a counterbalancing 
human response (high-touch). 


Technology Generates its 
own Reaction 


In the 50s, society experienced 

the most intense period of 
industrialization ever known. Fully 65 
percent of the North American work 
force were involved in industrial 
occupations. Mass production, mass 
marketing, unionization and uniformity 
abounded. High tech was everywhere. 


Naisbitt points to the high-touch 
counterpart of this technological 
saturation. The 50s and 60s were also 
the era of looking for personal growth, 
confirming individual human values. Self 
help, group therapy, human potential 
movements, he says, sprang from 
humanity's need for balance. 


Good examples of the high-tech/high- 
touch phenomenon come from the 
health field where heart transplants and 
brain scanners led to a 
counterbalancing enthusiasm for the 
family doctor and neighbourhood 
clinics. More medical technology 
spurred an interest and concern for the 
hospice movement, the demand that 
people be allowed to die with dignity, an 
upsurge in home births and midwifery. 


The Future didn’t Conform 
The advent of the computer led 

business writers to forecast 

deserted offices as companies 
discovered their people could work 
equally productively at home. Banking 
would change completely as 
electronically transferred funds removed 
any need for a teller. By 1980, said one 
writer, movie theatres would pass away 
as technology permitted us to have 
giant screens and movies on-demand 
in the comfort of our own homes. 


High-tech/high-touch explains why 
these predictions missed the mark. 
People don’t go to a movie just to see 
the film. They go for the event, to cry or 
laugh in the company of 200 other 
people. Many bank customers reject the 
impersonal, out-of-control feeling of 
electronic banking. Some people like to 
visit the teller and feel good about 
signing their own cheques. 


And while working at home has some 
attractions (like not dragging oneself to 
work on a Monday morning) most 
people do in fact enjoy going to work to 
see the other folks. Isolation just isn’t as 
much fun. 


High Tech at the OAG 
— To live and work at the OAG 

these days is to experience 

high-tech first hand. We see 
the proliferation of personal computers, 
the growing numbers of microcomputer 
training courses, the urgency to learn, 
understand and use IDEA, LOTUS, 
WORDPERFECT, etc. Such terms as 
modem, E-mail, main frames, add- 
ons, desktop publishing, are spreading. 
High-tech has definitely come to the 
OAG. 


John Naisbitt’s question would be: 
"Has it been balanced by the right 
amount of high-touch?" 


To answer that question, and perhaps to 
decide if the question is worth asking in 
our environment, we can look at some 
symptoms that seem to follow when 
high-tech/high-touch get out of sync 

or when an organization imposes high- 
tech too quickly or without paying 
enough attention to the human need for 
that balancing high-touch element. 


Learning from the 
a Experience of Others 

An early symptom to expect 

would be resistance. The 
modern worker's acting out fears of 
computerization corresponds to the 
Luddites’ active resistance to 
industrialization. 


Signs of resistance will include 
protestations by individuals that they 
haven't got room for a computer; 
haven't got time to take the training; are 
too busy working to incorporate the new 
program into their planning. A person, 
perhaps subconsciously resisting the 
advent of high tech, will use the 
computer stand to spread out a growing 
collection of file folders, won't read 
electronic messages, can never get the 
printer to work anyway. And the list 
goes on. 


Feelings of isolation and powerlessness 
create problems in an unbalanced 
high-tech environment. More and more 
people, especially but not exclusively at 
high levels, are unavailable because 
they no longer need to interact directly 
to do their work. 


The computer brings the messages, 
sends the memos, creates the files and 
stores them, types up the reports, plans, 
controls and directs the projects. The 
excitement of a new toy that really does 
make work easier, faster, more fun Is 
hard to resist. 


An Impersonal World 
oy But what about their 

subordinates, colleagues, 

friends? A popular women’s 
magazine topic of recent years is the 
"computer widow" who, like the golf 
widow and the TV football widow, 
appeared as an object of pity. Consider 
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the staff who can no longer get to speak 
face to face with the boss because he or 
she is trying to coax the latest memo 
from his or her own boss onto the new 
colour monitor? Declining morale and 
motivation follow in the wake of such a 
situation. 


Apathy may lead to anger. A worker left 
alone with a share of the high-tech but 
without feeling any of the corresponding 
high-touch will stay quiet for a while. 
Then, like a neglected child, may 
respond to the need for attention with a 
destructive attitude or act. 


Such actions may range from not 
mentioning Information which may have 
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headed off a problem to spending time 
inventing a way to circumvent a control 
or allowing an observed error to pass 
uncorrected. Technology which allows 
high payoff achievements also makes 
possible high cost consequences. 


As organizations rely more on high 
technology systems, the skills of the 
ordinary workers become more critical. 
Planes crash when maintenance is 
improperly done; nuclear plants 
malfunction when technicians are 
careless; patients suffer because tired 
lab workers are doing double shifts. The 
high-tech way we have chosen to 
operate in today’s world requires 
workers with good training, good 
judgment and high commitment. 


Employees who are flooded with new technology face major adjustments. 
Christiane Dery of the Parliamentary Liaison Group shows how one can be 


inundated by technology. 
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The instinctive reaction of management 
sensing some of the problems spawned 
by a system out of balance is to tighten 
the reins with greater demands, more 
controls, increased pressure to produce. 
This creates in people already feeling 
pressed by the demands of the 
technology an even greater need to be 
protective, inflexible and less 
productive. 


Recognizing the Human 
Equation 

If Naisbitt is right, the correct 
response of a manager wanting 
to inspire workers to the necessary 
levels of technological expertise, 
judgment and commitment would be to 
examine the high-tech high-touch 
balance in the organization. If 
technology !s high, and it is, managers 
should be finding ways to raise the 
touch factor. 


Look for ways to increase human 
contact. Provide real opportunities to 
discuss the work, to talk about 
problems, to encourage exchange of 
ideas, techniques, solutions. Think 
about building teams who want to work 
together. Look for genuine reasons to 
have meetings. Learn about the 
concerns of the human beings you work 
with. Give attention to feedback. Give 
praise and constructive criticism in 
person, not just in a memo or on an 
appraisal form. 


Ah, but all these take so much time! 
True. But one of the nicest things about 
technology is that it does give us more 
time. Paying attention to the high- 
tech’high-touch balance means we 

take some of that time gained to take 
care of human needs, not just to tackle 
more work. 


Wonderful as the technological 
advances to ease our work are, and 
they are, they can never allow us to 
abdicate the responsibility for the high 
touch side of the equation. Says 
Naisbitt, "By discovering our potential 
as human beings we participate in the 
evolution of the human race. We 
develop the inner knowledge, the 
wisdom, perhaps, required to guide our 
exploration of technology." 


We at the OAG work in an increasingly 
high-tech world. Are we paying enough 
attention to our responsibilities to the 
human beings who work here? Are we 
giving enough care to our own human 
needs in this high-tech environment? 


Using IDEA 


Interactive Data 
Extraction and Analysis 
in the Field at the Office 
of the Auditor General 
of Canada 


by Paul Corona, Manager 
Computer Audit Group 


Opinions has previously published 
articles outlining the development of 
Interactive Data and Extraction (IDEA) at 
the Office of the Auditor General of 
Canada (OAG). Here, the author 
discusses the actual use of IDEA in the 
Office's audits, together with related 
changes in the Computer Audit Group. 


History of IDEA 
New techniques are born out of 


necessity. Several years ago 

our audit staff at the Office of 
the Auditor General (OAG) faced the 
situation that the use of computers in 
the Canadian government had grown to 
the point where most financial systems 
were computerized. The ability to 
understand and use the data in these 
systems was a major obstacle 
confronting auditors. We had to refine 
our own audit technologies in order to 
continue to audit economically, 
efficiently, and effectively. As a result, 
the Office of the Auditor General of 
Canada developed and is using a new 
microcomputer based software product 
called Interactive Data Extraction and 
Analysis (IDEA) to automate the 
analysis of data maintained on the 
computer systems of our clients. This 
article discusses the software and, more 
specifically, our experience in its use. 


In 1985 the OAG developed a 
microcomputer product called IDEA. It 
became an immediate success. In 1986, 
following discussions between the OAG 
and the Canadian Institute of Chartered 
Accountants, the rights to the software 
were acquired by the Institute. After 
considerable further development the 
product became available commercially 
in April 1987 as IDEA Version 3.0. 


What is IDEA? 
Interactive Data Extraction and 


Analysis is a productivity tool 

for accountants, auditors and 
financial managers. It allows users to 
extract and analyse both small and large 
volumes of data transferred from a wide 
variety of mainframe, mini, and 
microcomputer based systems. It 
provides the ability to manipulate data in 
ways that previously required extensive 
mainframe programming. 


Computerization and the 
OE: 

The Office of the Auditor 

General is the audit office of 
the Government of Canada. The 
mandate of the Auditor General includes 
the external audit of all federal 
government departments and a large 
number of federal Crown corporations, 
together with other agencies. Audits 
consist not only of traditional attest and 
compliance components, but are 
extended to evaluate whether due 
regard has been given to achieving 
value for money. The integration of 
these audit procedures has come to be 
known as comprehensive auditing. The 
OAG is the acknowledged leader in the 
field of comprehensive auditing. 


The OAG has 600 employees, the 
majority based in the National Capital 
Region. It also maintains regional offices 
across Canada. Staff are drawn from a 
variety of disciplines needed to perform 
comprehensive audits. They include 
accountants, engineers, economists, 
and those with backgrounds in the 
social sciences. Microcomputers are 
used extensively to perform 
calculations, store and retrieve 
information, compose reports and for 
internal administration and 
communication. It was the desire of 
senior management to extend the use of 
computerized technology to further 
improve the efficiency of our audit work 
that led to the develoment of IDEA. 


The Computer Audit 
Cy Group 

As long ago as 1977 the OAG 

established a central Computer 
Audit Group (CAG). The Group was 
made up of specialist auditors and data 
processing staff whose task was to 
assist auditors in using computers. Until 
1985 the use of computers to extract 
data involved structured programing 
languages (Cobol) and mainframe data 
extraction software (Culprit) to analyze, 
sample, and report on client data. 
Specialist staff were extensively 
employed in developing specifications, 
coding requirements, and liaising with 
data processing staff in the client being 
audited. The Group continues to provide 
this service. 


However, these procedures are subject 
to serious shortcomings from the 
perspective of the field auditor. The 
development of data extractions in 
traditional programming languages 
involves the difficult interface between 
centrally placed computer specialists 
and field auditors. Communication 
problems often result. The field auditors, 
although understanding the audit client 
well, did not possess user friendly 
computer tools to take advantage of the 
potential data analysis to support their 
work, 


The other side of the coin was that the 
computer specialists understood the 
data and traditional data extraction 
techniques well, but had little context for 
the information they were obtaining and 
analysing, because their knowledge of 
the client and the audit programs was 
restricted. In addition, there were 
constant delays due to the number of 
people involved. To add to these 
shortcomings, the one shot nature of 
traditional techniques did not allow audit 
staff to learn as they proceed, digging 
deeper as preliminary data analysis is 
known and leads are developed. It was 
an expensive procedure of learning from 
one year to the next as the traditional 
data extractions were generated. 


By 1985 it had become clear to senior 
management that advances in 
microcomputer technology were the 
way of the future; and that 
microcomputers in the hands of 
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computer literate auditors could 
overcome the problems in 
communication between computer 
specialists and auditors. This realization 
led to the formation of a section within 
CAG to research the use of 
microcomputers — specifically to expand 
our data extraction capabilities. A 
working prototype (Version 1.0) of IDEA 
was quickly developed and 
demonstrated throughout the OAG and 
to the auditing profession in Canada. In 
1985-86, Version 2.0 was introduced at 
the OAG and, despite limitations, 
considerable usage was achieved. 
Interest was widespread and in 1986 the 
agreement was reached whereby the 
Canadian Institute of Chartered 
Accountants acquired the rights to 
IDEA. At the same time a major 
enhancement was undertaken, resulting 
in the current Version 3.0. 


IDEA in Action 

IDEA is a user friendly package 
which requires little assistance. 
Most auditors have learned to 
use the software without attending 
formal training sessions. Where they 
may require assistance Is in identifying 
the data sources and the initial data file 
set up. 


Cleanly organized menus allow easy 

intuitive learning and the online help 

facility answers most questions. Key 

functions incorporated in routines 

include: 

- Extract Records 

- Sampling 

- Sequencing 

- Summarization 

- Arithmetic Functions 

- Join, Add, Compare, Merge 

- Graphical displays 

- Gaps, Duplicates, File aging 

- Statistics 

- Macros 

- Import and Export files to common 
software packages 


The auditor now performs the data 
analysis in an interactive manner at the 
client location. This takes advantage of 
the auditor’s knowledge and allows 
analysis to be refined based on 
preliminary results. IDEA is a user 
oriented system allowing users to 
enquire, perform statistics, find out how 
many transactions meet a set of criteria, 
browse transactions, and either stop and 
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select some or all of the detailed 
transactions. In addition, the user can 
also go back and look for further or 
different conditions. 


IDEA’s easy to use menu driven 
structure has allowed one audit team to 
employ their clerical staff to conduct 
recurring data analysis — for example, in 
selecting samples and totalling the data 
file. Processing times are quick and, if 
lengthy, the micro can be left locked 
and unattended while processing 
continues for several minutes, hours or 
even overnight. The results greet the 
auditor in the morning. 


At the OAG the expanded functionality 
of Version 3.0 has proved welcome. 
The ability to directly accept data files 
from a variety of computer 
environments simplifies the transfer of 
data to the microcomputers. These 
transfers include direct interfaces to and 
from popular packages such as Lotus 
and dBASE Ill, as well as generic 
routines to interface data to most other 
micro software. For mainframe files the 
new data conversion routines accept 
common data formats such as packed 
decimal, binary, and zoned decimal. 
This increased interchange functionality 
eliminates the use and costs of a 
service bureau to transfer the data and 
limits the need for computer specialists 
to be involved. 


Transferring Data into 
IDEA 

Generally speaking, the audit of 
computer records involves a 
two stage process: first, getting access 
to the data and, second the actual 
analysis and testing. IDEA directly 
addresses the second stage and, as 
discussed, provides routines to assist in 
the first stage. In implementing IDEA a 
method of transferring data from 
mainframe/mini-computers to the 
microcomputer environment was 
needed. There were two alternatives. 
Either develop direct communication 
links with client computers or use 
hardware devices to facilitate the 
conversion to the microcomputer. Our 
need to transfer large volumes of data — 
typically hundreds of thousands of 
transactions per application — made the 
direct communication link very costly 
and slow. In addition, we faced a 
situation where clients were operating 
on a wide variety of hardware, a fact 
which would cause major technical 
difficulties. 


Having, therefore, chosen to convert the 
clients’ data to our own hard disks, we 
selected desktop tape unit hardware to 
accomplish the transfer. These tape 
units work much the way that tape units 
in a large computer installation do. 
Differences are that they sitona 
standard desk, are connected directly to 
a microcomputer and require no special 
environment. The desktop tape unit 
isolates our work from the "hostile" 
entity environment as data is transferred 
physically using a common denominator 
— the standard computer reel of tape. 


At the OAG the transfer of data Is 
performed centrally on two desktop tape 
units. This reduces the expense of 
maintaining many tape units, as audit 
teams only periodically require the 
transfer. Typically, an audit team will 
obtain a data file — for example, a 
general ledger transaction file — three or 
four times during the audit cycle, each 
file covering a different period of time. 
Central CAG staff quickly transfer the 
data from the client tape reel using the 
desktop tape unit, through the micro 
hard disk, and onto a cassette tape. The 
cassette is then delivered to the auditor 
who is now ready to use IDEA on his or 
her own microcomputer. 


The Impact of IDEA 
a IDEA has a substantial impact 

on the way the OAG audits and 

has proved a valuable tool for 
our auditors’ workbench. In a recent 
survey on the use of microcomputers at 
the OAG, 75 percent of the auditors 
responding indicated that IDEA and 
Lotus had improved audit coverage. 


The IDEA Version 3.0 software was 
received from the Canadian Institute of 
Chartered Accountants in November 
1986. Currently there are 55 copies in 
circulation, used with 45 audit clients, 
involving over 65 different data files. 


So far IDEA’s use has been primarily in 
support of financial audits. However, 
more recently, it has been increasingly 
employed in support of value-for- 
money audits for data analysis of 
operational systems. The major use Is in 
statistical sampling including sample 
planning, selection, and error evaluation. 
IDEA lets the auditor calculate such 
things as degree of risk, upper and 
lower error limits, error tolerance, and 
the required confidence levels and 
sample sizes. Sample selection 
techniques — of which Dollar Unit 


Sampling is most often used -can then 
be undertaken. 


Improved Productivity at a 
ee Reduced Cost 

Interactive Data Extraction and 

Analysis at the OAG has 
resulted in increases in productivity, 
effectiveness and in direct cost savings, 
as audit staff now have a flexible tool to 
allow detailed analysis of data produced 
by client systems. 


In the audit of the Management 
Category — reported in the Auditor 
General's 1987 annual Report to the 
House of Commons — IDEA was used to 
conduct analysis of staff movements 
over the past several years. The audit 
team was concerned about the 
management of the process and, using 
IDEA, was able to produce statistics and 
analyse trends on, for example, the 
number of people promoted two levels 
or more in one promotion action, as well 
as comparisons of the frequency of 
promotions within departments and 
between departments. IDEA was also 
employed to assess the consistency 
with which the job evaluation plan used 
for management positions was applied. 
The results were translated into Lotus, 
and comparative graphs were produced, 
which were incorporated into the 
Management Category chapter in the 
annual Report. 


In the audit of Canada Post Corporation 
the actuarial liability for severance pay 
was recomputed using personnel data 
and a simplified actuarial model. In past 
audits there seemed no way to validate 
all of the inputs used by the actuarial 
firm, and the audit had consisted 
primarily of reasonableness tests on the 
reported balance. IDEA permitted a far 
more detailed validation to be 
undertaken. A copy of a personnel 
database was obtained containing 
information on some 65,000 employees 
related to age, sex, years of service, 
and salary. Averages were computed for 
some 20 pay classes and using this 
information we recomputed the liability 
to within one percent of the 
$387,000,000 reported balance. 


In another corporation audit the use of 
IDEA on a data file of revenue 
transactions led directly to the 
identification of a $300,000 
overstatement, due to a computer 
system conversion error which had 
created duplicate transactions. Analysis 
using IDEA not only discovered the 


Data Communications Method 


Via telephone lines 


Telephone 
connection 


Modem <———_s-— Modem 


Client's mainframe 
computer 


Audit micro 


Via standard nine-track tape 


Client data on 
nine-track tape 


Central audit micro 


Audit team's micro 


Selection — to extract reports on a 
departmental basis from the central 
repository of financial transactions fer 
the Government of Canada. Utilizing 
IDEA, the Central Data Selection system 
has been amended to allow auditors to 
request downloaded files in addition to 
reports. Currently we are downloading a 
total of 25 departmental files on a 
monthly basis in a form of continuous 
auditing. The largest monthly file is 
650,000 accounting transactions and the 
smallest is 350 transactions. These data 
files provide audit staff with increased 
flexibility in meeting their reporting 
needs. 


error but also, by matching multiple 
versions of the file, determined its 
magnitude. 


In order to avoid the costs and lead 
times associated with mainframe data 
extractions, the Canadian Dairy 
Commission audit team is now using 
IDEA. The team obtains client data on 
large diskettes and after conversion to 
smaller diskettes loads the data on 
IDEA. They then quickly generate 
samples for detailed testing and other 
exception analysis in support of their 
attest and authority opinion. 


The Computer Audit Group has for 

many years run a large COBOL 

mainframe system — Central Data 
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IDEA and the Canadian Institute 
of Chartered Accountants 


by Mike McMullan 


As discussed in Paul Corona’s article, the rights for 
the marketing of IDEA have been transferred by the 
Office of the Auditor General (OAG) to the Canadian 
Institute of Chartered Accountants (CICA). Opinions 
is grateful to CICA staff member Mike McMullan for 
these comments on the Institute's experience with 
IDEA. Mike was formerly with the OAG. 


The IDEA software was released to the Canadian 
marketplace in April 1987. Sales of IDEA licenses 
have been very encouraging. While the primary 
licensees to date have been auditors (internal and 
external), the CICA sees a much larger role for the 
software. For it is suitable for any professional who 
requires access to information originally generated by 
another computer system. Potential users include not 
only accountants, but also financial managers, 
personnel managers, or anyone who regularly needs 
to analyse and manipulate data. 


New Initiatives: IDEA Goes International 

In February 1988, the CICA released Version 3.1 of 
IDEA. This version contains some exciting 
enhancements. It is discussed in more detail 
immediately below. It is also the CICA’s intent to 
release a new version (4.0) early in 1989. 


Several organizations in other countries have 
expressed interest in marketing and distributing the 
software. To date, agreements have been reached 
with the American Institute of Certified Public 
Accountants (AICPA) to market IDEA in the United 
States and with a private firm in London, England who 
will market it in the United Kingdom, the Republic of 
Ireland and the Netherlands. Negotiations are 
presently under way with a Norwegian firm — who will 
be the distributor for the Scandinavian countries — 
and in Australia. 


IDEA has truly become an international product. 


IDEA Version 3.1: New Functions Added 

The primary purpose of issuing a new software 
release shortly after initial development is to correct 
deficiencies in the field use of the software. The CICA 
decided, however, that in addition to correcting 
reported problems, new functions would be added. 
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Version 3.1 therefore includes: 


- Correction of problems reported. 

- Enhanced performance during Extraction. 
Extractions which build equations less than 250 
characters in length will now process at speeds up 
to 3 times faster. 

- Enhanced performance during certain types 
of imports. For example, the importing of a 
dBASE III file will not occur in seconds regardless 
of the size of the file. Many systems currently 
used in the microcomputer world are capable of 
exporting their information in a data base file 
format. These files can be imported into the Inter- 
active Data Extraction and Analysis software very 
rapidly. This type of import also has an additional 
benefit; disk requirements are reduced by one half 
due to the original file being replaced during the 
import, leaving only the file used by the software. 

- Enhanced Record Definition Process. Version 
3.0 used a COBOL like method to define files to 
the system. Users with no previous experience In 
computing found this approach to be somewhat 
difficult. In Version 3.1, as the record is being 
defined, IDEA will interpret the information from 
the file and display it on the screen. Should the 
displayed values not represent what the user 
thinks should be there, they are prompted to 
change the length of the field or change its 
description. 

- Record Aging. The software now contains a 
sophisticated record aging routine which will allow 
the user to specify several aging "buckets". 
Should users wish to do so, they may create any 
buckets they choose. 

- Record Definitions may now be transferred to 
and from the software easily. This will be useful 
where computerized information is to be analyzed 
in several different locations. 


Cost and Availability 

The original intent in developing IDEA was to benefit 
the Canadian public at large and the accounting and 
auditing professions in particular. With this in mind, 
the CICA has established a price which is both fair 
and will allow for future enhancements of the product. 
The current price for the software is $795 Canadian, 
although there may be slight variances due to 
exchange rates in other countries. It is available by 
contacting the Canadian Institute of Chartered 
Accountants, 150 Bloor Street West, Toronto Canada, 
M5S 2Y2. Phone No. 416-962-1242. The Institute 

will either provide the software directly or refer 
enquiries to the appropriate representative. 


A continuing challenge in implementing 
IDEA at the OAG Is to extend and 
communicate the excellent experiences 
of audit teams who have used the 


software to other teams who can benefit. 


IDEA Triggers Changes in 
roa the Computer Audit Group 

As indicated, the Computer 

Audit Group has long had the 
responsibility of developing mainframe 
data extractions on behalf of auditors. 
Included in this responsibility were the 
development of programmer 
specifications and the writing of 
program code. With the advent of IDEA 
the role of the Group has shifted to 
distributing IDEA software updates, 
assessing new hardware technology, 
education, problem analysis, assistance 
in finding sources of computer data and 
controlling the central desktop tape 
units. 


For the year ended March 1987 the 
Group transferred some 180 tape files, 
on average moving the same file three 
or four times during the twelve month 
period. All IDEA data analysis and 
report generation are now done by field 
auditors. Computer specialists are no 
longer involved in the generation of the 
output. The computer specialist acts as 
a true consultant, identifying data 


Manager John Jackson uses IDEA in audit of Canada Post Corporation. 


sources and resolving data format 
problems. 


Mainframe data extractions have 
declined by a third. In one case a 
$10,000 service bureau charge was 
eliminated through the conversion of a 
single data extraction to IDEA. Overall 
savings in the OAG’s annual service 
bureau budget are estimated at 
$50,000. Even more importantly, 
timeliness has improved as data 
extractions are done quicker, very often 
within a few days of receiving the client 
tape. 


The Office’s auditors are becoming 
more knowledgeable about data 
extraction techniques, and can quickly 
identify areas where IDEA can be used 
to improve the efficiency and 
effectiveness of their audits. These 
techniques have proved particularly 
useful in performing comprehensive 
audits, where very often the data 
extraction report requirements are not 
known until close to the field testing 
phase of the audit. The resulting tight 
deadlines, coupled with the one shot 
nature of the examination, have been 
well suited to using IDEA in place of 
traditional mainframe software. 


The overall result being faster, better, 
and more productive auditing. 


International 


Activities 


IDI News 


by Richard Gagne, Director of Programs 


Richard Gagné joined INTOSAI 
(International Organization of Supreme 
Audit Institutions) Development Initiative 
(IDI) in September 1987 as the new 
Director of Programs. He replaces 
Gerald Gaudet who has accepted an 
assignment in the Planning Group of the 
OAG (Canada). 


Richard Gagne has recently completed 
a two-year assignment as the on-site 
manager of a joint training program 
between the audit offices of Canada and 
the People’s Republic of China. He has 
provided this update on the activities of 
IDI. 


Training Needs 
- Assessments completed in 

all regions 

Consultations and Preliminary 
Training Needs Assessments (TNAs) 
have been conducted in Europe, in all 
INTOSAI regional groups and in the 
Caribbean. These consultations and 
TNAs form the basis of IDI’s present 
operational plan. During the next two 
years, IDI will concentrate its efforts on 
a number of activities in each of the 
regional and sub-regional groups. 
These activities include: 


- Human Resource Management 
(HRM) Seminars for the executive 
officers of SAls. Their purpose is to 
identify and seek solutions to 
common human resource 
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ee 
Richard Gagne, Director of Programs 


management problems, discuss 
and identify training and other HRM 
needs, and develop long-term 
plans. 


- Training Manager Workshops for 
those responsible for the training 
function in SAls. The workshops 
focus on the organization and 
management of the training function 
and on the knowledge and skills 
required to design or adapt, and 
then to develop, present and 
evaluate training courses. These 
workshops will also be given to all 
participants in the fellowship 
programs of the United States 
General Accounting Office and the 
Office of the Auditor General of 
Canada (OAG) to help develop and 
strengthen the network of qualified 
trainers in the regions. The OAG’s 
fellowship program is jointly 
sponsored by the OAG and the 
Canadian Comprehensive Auditing 
Foundation (CCAF) and funded by 
the Canadian International 
Development Agency. 


- Audit Workshops for various levels 
of audit staff. These consist of 
seven days of lectures and case 
studies on a specific audit subject 
matter, followed by a three-day 
Train-The-Trainer workshop to 
enable participants to transfer their 
recently acquired knowledge and 
skills to others. 
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Training Manager 
= Workshop piloted 

The first pilot of the IDI 

"Training Manager Workshop" 
was piloted from 6 to 10 July 1987 with 
OAG/CCAF fellows. As a result, some 
modifications were made to the course 
before presenting it in its final form to 
regions in early 1988. 


Micro-Computing 
oe Workshop in Copenhagen, 

21-25 September 1987 

Organized by IDI and hosted 
by the Danish Audit Office, this 
workshop of 40 participants from 25 
Organization for Economic Cooperation 
and Development (OECD) countries 
provided an opportunity to share 
experiences and audit software. 
Participation costs were borne by the 
SAls concerned. A first of its kind, the 
workshop was enthusiastically received 
and there are calls for a repeat session 
in two years. Summary proceedings of 
the workshop will be distributed to the 
INTOSAI membership, and the audit 
software presented will be listed in the 
IDI Directory. 


Manila-Amman- 
oF Bangkok: two HRM 

seminars and one audit 

workshop 
Two HRM seminars for Heads and 
Deputy Heads of SAls were presented 
jointly by IDI and the Secretariats 
concerned. The first one, for the Asian 
Organization of SAl’s (ASOSAI) group, 
was hosted by the Philippines 
Commission on Audit from 7 to 11 
September 1987. The second one, for 
the Arab Organization of SAI’s 
(ARABOSAI) group, was hosted by the 
Jordan audit office from 5 to 9 
December 1987. 


These two events were very well 
attended and provided a unique 
opportunity to discuss in depth, as 
regional groups, HRM concerns, issues 
and plans. 


An ASOSAI audit workshop organized 


and hosted by the Thailand Audit Office, 


funded by the Japan International 
Cooperation Agency and supported by 
IDI was presented in Bangkok from 13 
to 23 December 1987. 


IDI is a co-operative 
endeavour 
These achievements would not 


have been possible without the 
continued support of the Supreme Audit 
Institutions that have contributed both 


the materials for the International 
Directory of Information for Audit 
Training and the time for conducting 
assessment visits, designing, 
developing, revising and translating 
materials, organizing, presenting and 
hosting seminars, and contributing to 
other IDI activities. These valued 
contributions are absolutely essential to 
the success of the program. 


Additional funding 
- The Canadian International 
Development Agency has 
pledged additional 
contributions of $50 000 and $150 000 
in support of IDI programs for the 1987 


and 1988 calendar years, respectively. 


The United States Agency for 
International Development (USAID) has 
pledged two contributions, one of 
$100,000 to help fund the African 
Organization of SAl’s (AFROSAI) 
seminar in Gabon and another of 
$60,000 to finance the cost of a detailed 
training needs assessment in Central 
America. 


The Commonwealth Secretariat has 
pledged an additional contribution of 
$30,000 in support of three Training 
Manager Workshops to be held in the 
AFROSAI and the ASOSAI regions. 


Finland has pledged an annual 
contribution of $80,000 for four years 
(1988-1991) to support IDI programs. 


Additional financial support to IDI 
programs is being sought from the 
Inter-American Development Bank, 
USAID, United Nations Development 
Program, The World Bank, the 
Organization of Petroleum Exporting 
Countries (OPEC) and CIDA. 


To come 
For the balance of 1988, the 
following are the seminars and 


workshops that have been 
tentatively scheduled: 


- Preparations are well underway for 
an HRM Seminar to be hosted by the 
SAI of Gabon in Libreville from 21 to 
25 March 1988. This seminar will be 
presented jointly by AFROSAI and 
IDI and offered to French-speaking 
members of AFROSAI. 


Administrative arrangements have 
also already been made for the 
presentation of two Training Manager 
Workshops. 


The first, under the auspices of the 
audit offices of the Southern African 
Development Cooperation 
Conference (SADCC) and IDI, is 
funded by the Royal Norwegian 
Ministry of Development 
Cooperation, the Commonwealth 
Secretariat (COMSEC) and IDI. The 
workshop will be hosted by the 
Tanzania SAI from 2 to 13 May, 
1988. 


The second will be hosted by the 
Kenya SAI in June, 1988 under the 
auspices of AFROSAI and IDI. The 
workshop will be offered to english- 
speaking members of AFROSAI anc 
funded by COMSEC and IDI.! 


Discussions are currently underway 
to determine a convenient date for a 
joint HMR Seminar involving IDI and 
the Latin American Institute of 
Auditing Sciences (ILACIF) during 
the summer of 1988. 


IDI and the Central People’s Control 
Commission of Hungary are planning 
to hold a Workshop on State Control 
of the Agricultural Sector. This 
workshop would be offered to all 
SAls for whom the subject matter is 
relevant. Depending on the 
availability of funds, the workshop 
may be offered in the fall of 1988. 


IDI is currently conducting a training 
needs assessment in the South 
Pacific Association of SAl’s (SPASAI) 
region and there are plans to conduct 
an HRM Seminar in the fall of 1988. 


1 


IDI’s central fund is constituted by 
contributions from Norway, Canada, 
Finland and the UNDP 


Soe a a ee — 


ARABOSAI Human Resource Management Seminar held in Amman, Jordan in 
December 1987 under the auspices of the Audit Bureau of Jordan and IDI. 
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Discussing modifications to seminar design. Mohamed Hadhoudi, ex-Fellow 
(Morocco); Yvan Gaudette, executive v.p. [DI; Said Alghamdi, ex-Fellow (Saudi 
Arabia); David Schwandt, Director-GAO, Richard Gagne. 


Opening ceremonies of seminar. Tassilo Broesigke, Sec. Gen. - INTOSAI; 
Hashim Dabbas, A.G. - Jordan; H.E.Mr. Shakha, Minister of Justice, 
Representative of His Royal Highness The Crown Prince; Mahmoud Besbes, Sec. 
Gen. - ARABOSAI; and Yvan Gaudette. 


Raymond Dubois, FCA 


In January 1988, Deputy Auditor General of Canada Raymond 
Dubois was elected as a Fellow of |'Ordre des comptables 
agrees du Québec (OCAQ). 


After an already distinguished career in the private sector, 
Raymond joined the Office of the Auditor General in 1975, 
when the concept of comprehensive auditing was just 
beginning to be talked about. Appointed by Auditor General 
James J. Macdonell as Director General of Special Audits and 
Inquiries he played a pioneer and pivotal role in the 
emergence of the broader scope of auditing that has now 
obtained world-wide acceptance. 


Following the proclamation of the Auditor General Act in 1977, 
with its value-for-money mandate, Raymond’s leadership 

has seen comprehensive auditing put into action, its 
methodology developed and shared throughout Canada and 
across the world, and its techniques continually refined. 

Within a relatively brief space of time, this new skill has 
ensured that today’s auditing — especially in the legislative and 
not-for-profit sectors — has been strengthened and given a 
new relevance. In achieving this recognition and importance, 
comprehensive auditing owes much to Raymond Dubois. 


With the OCAQ, he is a member of the Comité des membres 
en affaires, services gouvernementaux et industrie. For his 
work with the Financial Management Institute, Raymond was 
granted the title of Honorary Past President and a life 
membership. Since 1981 he has served as a member of the 
Board of Trustees of the Elisabeth Bruyére Health Centre, a 
300-bed chronic care hospital. In 1987 he was appointed 
President of the Board of Trustees for a term of two years. 


As Deputy Auditor General, Raymond’s audit responsibilities 
include the Governments of the Yukon and Northwest 
Territories. Raymond has made a major contribution to their 
Legislative Assemblies by actively participating in the 
introduction of Public Accounts Committees and by assisting 
with their annual review process. 


Robert R. Lalonde, FCGA 


At the license granting ceremony of the Certified General 
Accountant's Corporation (CGA) of Québec, held at Laval, 
Québec, on 3 October 1987, Assistant Auditor General Robert 
R. Lalonde was awarded the title "Fellow CGA". This is the 
highest honorary distinction awarded at the national level by 
the Certified General Accountants Association of Canada. 


Bob received his B. Comm. from the University of Ottawa in 
1963 and a Master in Comm. from Laval University in 1964. 


Bob Lalonde’s career at the Office of the Auditor General of 
Canada began in 1965. His responsibilities as Assistant 
Auditor General include social and cultural agencies, science 
and technology, communications, PSC, labour, and functional 
responsibility for human resource management 
Comprehensive audits in these areas have included the 
Canada Employment and Immigration Commission, the 
Unemployment Insurance Account, the Royal Canadian Mint, 
the Public Service Commission, the Secretary of State, and 
the National Arts Centre. In addition, Bob has been 
responsible for Canadian Arsenals Limited, Teleglobe Canada, 
the Canada Council and the National Capital Commission; and 
he has directed the Montreal Regional Office, with its 
responsibility for federal Crown corporations located in the 
Province of Québec. He has also worked with the United 
Nations Organization. 


Outside the Office, Bob has contributed extensively to his 
profession. Among his many activities, he was President of the 
CGA Outaouais section in 1976, and is now a member of CGA 
Canada Auditing Standard Committee and a technical adviser 
on auditing courses to the Board of Examiners of CGA 
Canada. He was a lecturer in Advanced Auditing at the 
Universite du Québec de |’Outaouais, and from 1981 to 1985 
was a School Trustee. He has been active with many volunteer 
agencies including the Ottawa section of the Canadian Celiac 
Association. And he is President of the Supervisory Committee 
of the Caisse Populaire St. Joseph de Hull. 
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Corner Office 


When the annual Report of the Auditor General was tabled in 
the House of Commons on 27 October 1987, not only were 
printed copies of the Report immediately available to Members 
of Parliament in both official languages; simultaneously, 
videotaped presentations on six of the audits were placed on 
Parliament's OASIS video-computer system, thus providing 
MPs with instant visual access to the highlights of those 
audits. 


The previous year we had prepared one video — of our 1986 
comprehensive audit of Veterans Affairs — as a pilot project, 
which we screened for members of the Public Accounts 
Committee. They were of the view that it was a worthwhile 
approach, and encouraged me to produce the six that are now 
available to Members of Parliament. 


These annual Report videos are another response to a 
challenge that is implicit in the very nature of comprehensive 
auditing — the challenge of communicating the results of the 
audit to those who need to know about them. For the Office of 
the Auditor General, our primary audience is Parliament. But 
others are also interested in what our audits have uncovered: 
the government itself, the media and, not least, the taxpayers 
of Canada who have provided the dollars that the government 
spends. Our continuing task is, therefore, to communicate the 
meaning of our auditing in a manner that is clear and concise. 


It's relatively easy for specialists - whether they are physicists, 
engineers, psychiatrists or accountants — to convey their ideas 
to other specialists in the same field, who understand the 
technical terms and jargon that belong to each sphere of 
knowledge in our day. It’s much more difficult to take those 
same ideas and convey them to a non-specialist audience. 
That’s what we have to do each year in our annual Report. 


At the Office of the Auditor General, we have devoted a great 
deal of effort and experimentation in trying to improve the way 
we communicate the results of our audits to Members of 
Parliament — and to our other audiences — in words. symbols. 
graphics and photos that convey a clear message. Our video 
presentations are another attempt at getting that message 
across. 


| hope they are extensively used, and found useful. Ideally 
parliamentarians due to attend a Public Accounts Committee 
meeting related to the audit - or another parliamentary 
committee meeting or indeed a debate in the House or the 
Senate related to the department or program we have audited 
— would access the video prior to the hearing, to update 
themselves on our findings and recommendations. 


We will be monitoring the number of times the videos are 
viewed. To date those results are disappointing. | hope that 
this is only because the videos are new, and that when MPs 
become more familiar with their existence, the videos will be 
accessed more often. Meanwhile we will go on exploring other 
new ways of communicating the purpose and results of our 
auditing. 


For audits only have value when their message is understood 
and acted on. 


Hla 


Kenneth M. Dye, FCA 
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Interview 


Raymond Dubois 
Reflects 


In our last edition we reported that 
Deputy Auditor General Raymond 
Dubois had been made a Fellow of 
!’Ordre des comptables agreéés du 
Québec. In March, Raymond received 
the same honour from Ontario, 
becoming a Fellow of the Institute of 
Chartered Accountants of Ontario. 


It seemed an opportune time to get 
Raymond's views on the development 
of legislative auditing Curing his years 
at the Office of the Auditor General of 
Canada (OAG). So Reports and 
Communications Group Principals 
Desmond Kimmitt and John Zegers 
sought an interview with him. In slightly 
shortened and edited form, the 
following article recounts what 
Raymond had to Say. 


Desmond Kimmitt: Raymond, first of 
all our congratulations on your twice 
being made a Fellow. Your FCAs 
undoubtedly reflect your broad 
contribution to the accounting and 
auditing profession, especially of course 
in the public sector. For example, your 
work with legislative auditing in the 
Yukon and Northwest Territories is 
destined to be of permanent 
significance. 


However, most important of all is the 
fact that you have had a leadership role 
in the Office of the Auditor General of 
Canada throughout the whole period of 
the development of comprehensive 
auditing. You helped shape the 1977 
Auditor General Act, with its pioneering 
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value-for-money provisions. As 

Deputy Auditor General you have 
applied the new audit mandate in the 
departments of government and have 
seen its concepts extended to Crown 
corporations, and to municipalities, 
universities, hospitals, and the private 
sector. This new broad-scope audit is 
now acknowledged throughout the world 
of auditing. 


It must have been exciting to be a part 
of this whole development. Have you 
some overall reflections on why and 
how comprehensive auditing came into 
existence. and has so relatively quickly 
become widely accepted? 


Improved Accountability 


Raymond Dubois: | have been 
reflecting on the answer to that since 
you let me preview your questions. A lot 
of it had to do with the tenacity of then 
Auditor General Jim Macdonell. He 
pressed the President of the Treasury 
Board at that time to get the kind of 
Auditor General Act he wanted. 


The more fundamental reason, from my 
point of view, was that this whole issue 
— the new Act, the mandate including 
value for money — deals with 
accountability. And politicians can't 
really argue against that. Ask politicians 
what they think about the need for 
accountability by those who manage 
public funds; they have to agree with 
the principle. So once Jim Macdonell 
had put it on the table, it had to go 
forward. You can't fight against better 
accountability. 


Desmond Kimmitt: But why the 
change at that particular time? 
Accountability had always been an 
issue. What was so different in the 
mid-1970s? 


Raymond Dubois, Deputy Auditor General, answers a question asked by Desmond 


Raymond Dubois: The pressure had 
been building up for a long time. 
Watson Sellar (Editor’s note: Canada’s 
Auditor General from 1940 to 1959) 
started pressing for improved value for 
money, although they used a variety of 
different names for it at that time. Then 
Maxwell Henderson (Auditor General, 
1960 to 1973) went after specific issues 
of waste and extravagance. His 
approach created a negative tone with 
the Government. 


When Jim Macdonell became Auditor 
General, the Government felt it had to 
make peace. You can’t fight two 
successive auditors general, because 
taxpayers see the Auditor General as 
their defender. So Jim Macdonell had 
room to bargain. But you have to give 
credit to Maxwell Henderson for giving 
this Office its high public profile. 


But there were other things going on. 
Proposition 13 in California was 
receiving wide publicity. Taxpayers 
were fighting back. The public was 
demanding better answers on how their 
money was being spent. It all fitted into 
a pattern. Accountability was an issue. 


There was also the impact of our 
Financial Management and Control 
Study. We had demonstrated that the 
Government's control over public funds 
and its financial management of pro- 
grams were totally inadequate. That had 
got everyone nervous. The Government 
itself was anxious to have improved 
accountability. So we got our Act. 


John Zegers: The Office of the Auditor 
General’s primary client is Parliament. 
In what ways has comprehensive 
auditing served Parliament and helped 
MPs? 


3a 


Kimmitt, Principal, Reports and Communications Group. 


Serving Parliament 


Raymond Dubois: It's taken time. Our 
initial involvement with comprehensive 
auditing was heavily systems-oriented. 
The work was important, but it was 
difficult for MPs to absorb all the 
information. But they did react in global 
terms to our major studies; and that got 
the ball rolling. 


Where we have really been helping 
Members of Parliament is with our more 
recent approach of auditing specific 
programs and activities. Major capital 
projects are a good illustration. MPs 
understand the principles involved and 
grasp the nature of the problems we 
identify. 


But, as | say, it has all taken time. It’s 
like a wave. We are back to your first 
question. The wave of improved 
accountability becomes the wave of 
looking at the systems failures that 
brought about the demand for better 
accountability. And that in turn becomes 
the present wave, where we are 
identifying the specific results of those 
failures. 


When you step back, you see that 
everything that’s happened is part of a 
logical, ongoing process. 


But you also have to recognize that we 
are only one player in the system. Let 
me use an analogy. You know those 
circus performers who balance revolving 
pies on the top of a pole. | think the 
whole parliamentary system is like that. 
It has to go on moving. But it also has to 
remain balanced. We provide one 
impetus in keeping things moving. But 
our work has to be balanced by others 
in the system. The Office of the 
Comptroller General is another weight 


providing balance. So are parliamentary 
committees. If we play our part well, 
those others can be stronger players in 
the accountability process. We shouldn't 
expand into their area or try to do their 
job for them. We are one piece in a total 
system, and if we are doing what we are 
meant to be doing, then we are helping 
MPs to serve the taxpayers they 
represent. 


Desmond Kimmitt. You have begun to 
provide an answer to this question 
already. But let me ask it nonetheless. 
Value-for-money auditing at the 

Office of the Auditor General has 
obviously evolved and changed over the 
years. A major change has been to 
move away from systems-based 
auditing, and to focus more on specific 
programs. Why have we done this, and 
what are the advantages? 


Results Oriented 


Raymond Dubois: Much of the 
impetus came from members of the 
Public Accounts Committee. They were 
impressed by our high level 
observations, but they began to ask us 
for down-to-earth illustrations of what 
we were talking about in our annual 
Report chapters. They wanted 
examples. Now that’s not the only 
reason we moved from systems-based 
auditing to results-oriented auditing; 

nor have we come up with a beautiful, 
clear, perfect definition of what we mean 
by results-based auditing. But the 
fundamental concept is clear. Our audits 
look at programs and activities that are 
independently managed within the huge 
entities called government departments. 
We concentrate on the results coming 
out of those activities. That’s our prime 
interest. It doesn’t mean that we no 
longer audit systems. But if we begin by 


John Zegers, Principal, Reports and Communications Group, asks Raymond 
Dubois how comprehensive auditing serves Parliament and MPs. 


looking at results and those results are 
relatively good and meet the objectives 
of the program, then we can limit our 
audit work with the management and 
financial systems. If the results are not 
proper, then we go back and perform a 
full systems audit to try and find the 
cause of the problems. 


Another thing that prompted the change 
was that we discovered that it was 
possible to have a beautiful system, but 
the program results were not as good as 
they should be. 


Results-oriented auditing tends to 
produce examples of problems. And 
examples have a way of allowing people 
to understand the underlying issues 
very quickly. We have to recognize that 
MPs are busy people. They haven't 
time for what seem like theoretical 
documents. But they are very 
experienced in dealing rapidly with 
specific problems. And once their 
interest is aroused, they are prepared to 
follow up on the issue. 


Specific government activities are close 
to the interest of Members of 
Parliament. They are concerned about 
the service of departments to individual 
taxpayers, individual constituents And 
their concern translates into good 
questions and reports containing strong 
recommendations from the Public 
Accounts Committee to the House of 
Commons. 


John Zegers: The present Auditor 
General, Ken Dye, hasn't been afraid to 
say positive things in his annual 
Reports. Some segments of the media 
have questioned this approach and have 
told him that his business is only to 
report things that have gone wrong. 
Based on your long experience with the 
Office, how do you yourself feel about 
balancing many of the negative findings 
in our Reports with acknowledgements 
of programs that are working well? 


Positive Observations 


Raymond Dubois: | will give you a 
short answer. We must make a stronger 
effort to be fair. | really believe that as 
an Office we have to understand that the 
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annual Report is by its nature not a 
balanced document. It tells of problems, 
of things that have gone wrong. The 
media picks up on that aspect, and 
reinforces it. The impression comes 
across that everything is bad. 


Our Act requires us to report negatively. 
So there is a built-in unfairness to the 
system. | firmly believe we should 
always do our best to try to report in 
such a way as to try and balance that 
unfairness. 


Public servant bashing Is a popular 
sport with the media. There's also a col- 
legiality among journalists. For instance, 
if one of them were to write something 
positive about public servants, I’m pretty 
sure he'd suffer gibes from his 
colleagues. “Who bought you off?” — 
that kind of thing. We should try to 
offset that tendency to emphasize the 
negative observations in our Reports. 


Balance doesn’t mean putting in one 
good thing for one bad thing. It does 
mean that if we scope something out of 
our audits because our preliminary 
auditing reveals that the program looks 
good, then we should say so. It also 
means that if we observe something 
positive we should report it. 


In a 600-page report, balance will 
never mean that you have 300 positive 
pages and 300 negative pages. That’s 
not the way it works. It only takes one 
paragraph to say a program is positive. 
It takes 15 to report how and why a 
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program is poorly managed. A positive 
statement usually doesn’t raise 
questions. The negative statement 
needs to state all the evidence. So the 
tone of the annual Report will always 
seem negative 


John Zegers But in your years with 
the Office, have you seen a shift 
towards a more positive tone? 


Raymond Dubois: We are encouraging 
people to report positive things. But you 
have to find them to report them. One 
can argue that, especially recently, 
there have been more positive findings. 
For instance, our last year’s Financial 
Management and Control Study found 
that the government now has systems 
and procedures that provide essential 
financial controls. It would have been 
impossible to report that ten years ago. 
There’s been a lot of progress, and we 
reported it in 1987. It is something we 
should regularly do, as audit 
professionals. | believe that all our 
auditors are aware that they should be 
on the lookout for positive things. | think 
that when one reads recent annual 
Reports, there’s more balance, more 
that is positive. 


Desmond Kimmitt. The 1975 Report 
of the Independent Review Committee 
on the Office of the Auditor General (the 
Wilson Report), which laid the 
groundwork for the 1977 Auditor 
General Act, emphasized that one 
difference between the government 
auditor and the private sector auditor is 
that the government auditor is expected 
to provide certain types of information 
directly to the legislature, and not 
merely verify information provided by 
the government. 


Quite recent developments in 
comprehensive auditing - notably the 
1987 study on “Effectiveness” by the 
Canadian Comprehensive Auditing 
Foundation (CCAF) — lean toward 
restricting the public sector auditor to 
attesting to the information provided by 
the government. 


Why are we seeing this new emphasis? 
And do you think this concept will, in 
practice, tell MPs what they need to 
know? 


Management Assertions 


Raymond Dubois: You are talking 
about management assertions. In 
financial auditing, there are very strict 
rules about what management must 
include in its statements. The auditor 
then verifies and attests to that 
information. It’s a system that’s worked 
well throughout the world for many 
years; though, recently, this system 
which the accounting profession heavily 
relies on has been taking a beating. The 
public is becoming more aware that the 
auditor’s statement contains important 
limitations. 


The proposal you are asking about 
involves extending the management 
assertions concept to value-for- 
money auditing. In theory, it makes 
sense. 


My problem with it is that | cannot 
imagine a government department 
coming out with management assertions 
that are even close to a complete 
statement of reality. The political 
pressures against it are enormous. The 
tendency will always be to leave things 
out and present a rosier picture than it 
really is. 


The management assertions approach 
for value for money may prove to be 
good. It may well work in other contexts. 
| have to agree with what is said in the 
Canadian Comprehensive Auditing 
Foundation Study on Effectiveness. But 
after reading it, | say to myself that | 
won't be around for this one. | 
personally don’t think it will ever happen 
in the federal government context. 


Desmond Kimmitt: But you may well 
be around. If the auditing profession as 
a whole believes that management 
assertions is the path of the future for 
value-for-money auditing, is it not 

quite likely that the next Auditor General 
will be an advocate of the approach? 
That will be in three years’ time. 


Raymond Dubois: | can’t have made 
myself clear. The current Auditor 
General, Ken Dye, believes in the 
management assertions concept. Most 
probably the next one will believe in the 


Raymond Dubois: “MPs are very 
experienced in dealing rapidly with 
specific problems.” 


concept. You can’t argue against the 
theory. However, the fundamental 
responsibility for producing 
management assertions that will be 
auditable is in the hands of the 
managers. That’s what | think will not 
happen. Once management assertions 
exist that come reasonably close to 
reality, then we will no longer have to 
bring independent information to the 
attention of MPs. But we have a long, 
long way to go before we reach that 
point. 


Desmond Kimmitt: Then you don't feel 
there’s any danger that, by adopting the 
management assertions concept 
prematurely, a future Auditor General 
could be faced by a Public Accounts 
Committee questioning some aspect of 
the annual Report — and the Auditor 
General replies: “But you 
misunderstand the role of an auditor. 
The auditor cannot be expected to look 
at everything that’s happening in a 
department. What we do is to examine 
the information provided by the 
department, and if the information looks 
credible, we stop there.” That’s what 
seems to have happened in the case of 
the financial audit difficulties you 
referred to earlier, and that in turn has 
raised the issue of the so-called 
‘expectations gap’ about what auditors 
really do. Could we reach a point where 
we have an ‘expectations gap’ in regard 
to our legislative auditing? 


Raymond Dubois: That's a good point. 
There may well be risks in adopting the 
management assertions route for value 
for money. But | don’t think it’s a risk 
here. The Auditor General has 
significant independence. In our own 
financial auditing, the Auditor General 
has never backed off from expressing a 


clear and firm opinion and qualifying 
financial statements whenever 
necessary. That has been demonstrated 
over many years. The Office will make 
very sure it never gives a clean opinion 
on management assertions that are 
inadequate. 


John Zegers: Comprehensive auditing 
is still evolving. What do you see as its 
major thrusts over, say, the next five 
years? 


Toward the Future 


Raymond Dubois: It’s not an easy 
question. Who can tell what the future 
will bring? | think that comprehensive 
auditing will continue to evolve. Our own 
program-oriented approach Is new. 
What we have to recognize !s that the 
total system reacts over a period of time 
to the results of our audits. Our next 
cycle of auditing can then involve a 
different approach and examine other 
aspects, and this in turn creates a new 
cycle of developments. So things are 
always moving, evolving. 


We've been talking a lot recently about 
making our audits more cost effective. 
I’m not sure | like the term. People tend 
to focus on the cost aspect and they 
forget about the effectiveness; and 
naturally one wants the most economic 
audits possible. But if comprehensive 
auditing is to evolve, we must go for 
more thoughtful audits, for better 
quality, with more depth. Improved 
productivity means all of that, not just 
aiming for least cost. 


| go back to what | said about seeking 
more balanced Reports. That requires 
not only a different approach to 
reporting; it also affects our auditing. It 
means we must look carefully at the 
total context in which a department's 
programs operate. Our auditors have to 
exercise common sense. We must be 
practical in our observations and 
recommendations. Our people must 
begin to enlarge their way of thinking. 
It's not something you can add on. It 
comes with experience in the kind of 
auditing we do. It’s something that has 
to evolve in the very nature of people. 
It's getting thought processes to 
change, for auditors to think differently. 
It takes time. Value-for-money 

auditing is challenging auditors’ whole 
way of looking at things. That's probably 
the biggest factor that will shape the 
future of comprehensive auditing. 


Improving Public Sector 
Spending Accountability 


By Kenneth M. Dye 


Auditor General of Canada, Kenneth 
Dye, accepted the invitation to give the 
Clyne Lectures at the University of 
British Columbia in March 1988. The 
following 1s a substantial portion of 
what Ken Dye said on that occasion. He 
reflects on his role as Auditor General. 
on the importance of accountability, and 
on the federal deficit. He concludes by 
looking at factors that could improve 
the accountability process. 


It's a great pleasure, and an honour for 
me, to have been chosen to present the 
Clyne Lectures for 1988. I’m especially 
proud, as a native of Vancouver and a 
former UBC student, to return here, 
under such distinguished auspices. 


Like Mr. Clyne, | worked for most of my 
adult years in British Columbia, until my 
present appointment. When Mr. 
Trudeau invited me to Ottawa seven 
years ago, | had the conventional 
wisdom about the public sector. There's 
no bottom line in government, | was 
told. There's little discipline to make 
sure that public funds are being spent 
wisely, and on programs that are 
effective. 


Well, I’ve since learned that there are 
many bottom lines in the public service. 
Most of these aren't related to balance 
sheets. 


Of course, as Auditor General, | do see 
a lot of figures, statistics and financial 
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information of all sorts. But my principal 
preoccupation is accountability: the 
accountability to Parliament by the 
government of the day and by the 
public service, for the way in which they 
handle your tax dollars. When | travel 
across Canada, | often get asked the 
question: Just how accountable is the 
public service, and the government as a 
whole? This evening, I'll be giving you 
some of my impressions. 


| also want to tell you a little bit about 
how my Office plays its part. And | also 
want to express my view that decision- 
makers should understand the reasons 
for the federal deficit, and its 
implications. 


Comprehensive Auditing 

Plays its Part 

My predecessor as Auditor 

General, James J. Macdonell 
said on one occasion that: 


“It’s one thing to choose a Course 
of action for reasons of public 
policy, knowing that it's neither 
the most economical nor the most 
efficient. It’s another thing not to 
have complete and reliable 
information on which to base a 
decision. The latter is something 
no government can afford”. 


Jim Macdonell took up the challenge of 
putting the 1977 Auditor General Act 
into practice in a constructive, 
professional and consistent fashion. He 
saw that what was needed was a 
methodology that would serve the 
interests of Parliament by reflecting the 
new state of accountability. 


Comprehensive auditing was the name 
given to the methodology, developed in 
the late 1970s to implement the new 
mandate. Comprehensive auditing, for 
the first time, integrated value-for- 
money assessments with compliance 
with authority and financial statement 
auditing. 


Where is comprehensive auditing today, 
after a decade of experience? 


| won't try to claim that comprehensive 
auditing is perfect, or that it’s fully 
developed. Ten years is a very short 
time in the evolution of a professional 


discipline, and even shorter in the 
history of parliamentary institutions. We 
continue to evolve; so does the 
accountability relationship we support, 
and our role in tt. 


There Has Been Progress 

In the decade since the Act 

was passed, significant 

changes have occurred in the 
accountability and management 
structures and processes of 
government. Our audit reports and 
suggestions have pointed out 
opportunities for management to 
achieve improvements and savings. 
These savings exceed the budget of my 
Office many-fold. More importantly 
perhaps, comprehensive auditing has 
been a catalyst for many government- 
wide initiatives to improve accountability 
and control of the public purse. 


They include: 


- setting up the Office of the 
Comptroller General and 
strengthening the internal audit 
function; 


- establishing and maintaining the 
program evaluation function across 
government; 


- gaining control over cash. Better 
cash management will save 
taxpayers $1.2 billion from 1984 to 
OnE 


- revising the Estimates and 
information supporting spending 
requests; and 


- improving accountability and control 
legislation for Crown corporations. 


This new attention and concern about 
controlling the public purse was 
reflected in my last annual Report to 
Parliament. The central theme of that 
report was a major study of financial 
control and management in the federal 
government. We decided to look at this 
area to see what changes had taken 
place since Jim Macdonell set the 
reform process in motion in the mid- 
70s. We found, for example, that in the 
area of financial control, the major 
defects in financial contro/s had been 
overcome. The government now has the 
systems and procedures which provide 
essential financial controls. 


But Problems Persist 
Financial management, 
however, is another story. | 
wasn’t able to report that 
decision-makers, the public servants 
and the politicians, were managing 
these control mechanisms effectively. 


Controls are easy to create and set up. 
Good financial management, on the 
other hand, is harder to achieve. 


What are the shortcomings in financial 
management? 


- First, we found a massive amount of 
financial data in governmental 
accounting systems. But not much of 
it is helpful for managers. 


- Managers seldom have at hand the 
financial information they need to 
ensure that their programs are 
providing value for money. No cost 
information, few performance 
indicators. 


- We found that departmental 
budgeting, for the most part, is still a 
process of allocating resources 
based roughly on what programs 
contained in previous years. 


- We weren't able to find many 
ongoing measures of effectiveness 
We believe that the process of 
program evaluation in the federal 
administration has slowed down. 


- Measures of efficiency, for the most 
part, are either not in place or they're 
inadequate or they’re not being used 
to increase efficiency. 


- We found that few managers are held 
to account on the basis of the 
efficiency or cost effectiveness of 
their operations. 


- We found that as long as managers 
stay within their overall budget 
allocations, they're seldom 
challenged on the costs of programs. 


- And finally, the information Members 
of Parliament get about government 
programs doesn't tell the MPs how 
well the programs are working or how 
well resources have been used. 


That’s a pretty sad picture. However, 
I’m encouraged by the fact that the 
Public Accounts Committee of the 
House of Commons has given priority to 
looking at the situation. The Committee 


has been holding a series of hearings 
over the past several weeks. Hopefully, 
it'll have recommendations on how to 
resolve some of these problems. 


Deficit Implications 

| want to turn now to another 

important and quite different 

issue in my annual Report. It’s 
an issue that’s linked to the state of 
financial control and management. I’m 
referring to information on the federal 
deficit and its implications. 


Over the past decade, the federal deficit 
has come to represent one of the most 
visible symbols of government financial 
performance. I’m concerned, however, 
that Members of Parliament receive 
very little information about the deficit. 
They aren't able to understand the 
reasons for our federal deficits and their 
downstream implications. 


You may wonder why this subject is of 
interest to me. 


| feel that today’s auditors can’t confine 
themselves to just looking at symptoms. 
We have to probe for causes. It’s not 
enough to ensure that the numbers are 
correct; we should be asking the 
meaning of those numbers. This was 
made clear by the inquiry into the 
collapse of the Canadian Commercial 
Bank and the Northland Bank. 


Auditors can’t confine 
themselves to just looking at 
symptoms. 


Auditors have a responsibility to step 
back and exercise their professional 
judgement with the fullest possible 
understanding of the total environment 
in which financial and management 
decisions are being made. My view, as 
Auditor General, is that those who make 
decisions about government 
expenditures cannot be oblivious to the 
extent and nature of Canada’s deficit 
and debt. We all have a responsibility to 
understand more about the deficit and 
its meaning. 


Government programs do have a 
tendency to develop a life of their own. 
When Members of Parliament approve a 
new project, it’s a political fact of life 
that they are in effect committing funds 
not only for the current year but for 


several or many years to come. The 
cost of any program Is liable to be 
increased by the borrowing cost of the 
funds involved. As with an individual, so 
itis with a nation; if we're already in 
debt, each new purchase eventually 
costs us more than if we had cash in 
hand. 


It's possible to foresee a scenario where 
the government of the day might find 
itself increasingly restricted in 
undertaking urgently required programs. 
It might be a bit too pessimistic to 
suggest that past commitments and 
escalating debt charges eventually will 
prevent a future government from 
governing in any real sense. But | think 
we have a long way to go before we can 
be sure that such a scenario can never 
take place. 


What we discovered in our study is that 
better financial management and 
controls can have an impact on the $30 
billions or so that we spend each year to 
service the public debt. 


Let’s suppose that over the ten years 
since Jim Macdonell’s review, better 
financial management and control 
systems allowed the government to 
save $100 million a year That's less 
than one tenth of one percent of the 
federal budget. If such savings 
translated into less borrowing, the 
outstanding government debt last year 
would have been about $1.8 billion 
lower than it would otherwise have 
been. This breaks down into a billion 
dollars in reduced costs and $800 
million in accumulated interest savings. 
It also has an impact on the current 
deficit. It would have been lower by 
$270 million, $100 millions of direct 
savings and an additional $170 millions 
from savings in interest. Continuing 
gains would also be realized in the 
future. 


Therefore, even relatively modest 
improvements in government operations 
can have a significant and lasting 
impact on the federal deficit. 


PAC, Parliament, and 

Effectiveness 

As I've mentioned, important 

initiatives have been carried out 
to improve financial management and 
control. A climate is being built in 
Ottawa where cost consciousness Is a 
reality. | want cost to be a word well 
understood, not a four-letter word 
seldom spoken. 


I've already referred to the very active 
work of the Public Accounts Committee 
(PAC). The PAC is Parliament’s audit 
committee. It’s the PAC which gets my 
reports and tries to do something about 
the problems we identify. The 
Committee relies on my Office to supply 
the bulk of the issues it deals with, and 
we look primarily to this committee for 
House of Commons support. That 
support is needed “to overcome 
departmental resistance to scrutiny and 
to making changes,” as Chairperson 
Aideen Nicholson puts it. 


! want cost to be a word 
well understood, not a 
four-letter word seldom 
spoken. 


We report. It’s the PAC that has the 
clout to make departments face up to 
our recommendations. 


Public service management Is invited to 
PAC hearings to explain their actions. 
They're also asked how they intend to 
fix the problems. There’s been a strong 
emphasis by the Committee on follow- 
up and on pinning down target dates for 
improvements. 


I’d also like to mention a big advance in 
the way government reports to 
Parliament. It’s been perhaps the most 
significant accountability breakthrough 
to date: the introduction of an annual 
spending Estimates document for 
Parliament, for each department. These 
documents are designed to state what 
the department is to accomplish, what it 
does for the funds it receives and how it 
has performed. They're called Part III of 
the Estimates, and they're a credit to 
the Office of the Comptroller General 
which introduced them in 1982. 


ll mention another concept for 
increased public sector accountability 
which is attracting interest: the study by 
the Canadian Comprehensive Auditing 
Foundation on the reporting and 
auditing of effectiveness. The central 
thesis of this study is that accountability 
is more fundamental than audit. It holds 
that management should do the 
accountability reporting, with the auditor 
attesting to its completeness and 
fairness. More extensive use by 


management of assertions on 
performance, supported by external 
audit, the study said, will provide a 
healthier process of public sector 
accountability. 


Would management willingly want to 
increase its accountability? | believe that 
it would and should. In the first place, 
pressure on management for 
accountability is increasing everywhere. 
Secondly, if management makes the 
assertions with the auditor attesting to 
the fairness of those that are auditable, 
management should be able to regain 
some control over the accountability 
agenda. 


Right now my Office does the assessing 
and reporting on management's critical 
functions, and management has to react 
to our reports. And that’s the way 
they've wanted it thus far. It’s up to 
government management. They may 
well prefer the present system of their 
day in court with the Public Accounts 
Committee rather than increasing their 
own public accountability and clarifying 
parliamentary expectations of them as 
managers. The important point is that 
Parliament must have adequate 
accountability information. If 
management doesn’t supply it, the 
legislative auditor should be empowered 
to do so. 


There are some continuing 
accountability problems. 


As Auditor General and a taxpayer, it 
annoys me when | go to the Public 
Accounts Committee and hear problems 
recurring that | had reported on some 
years earlier. It’s frustrating when you 
see mistakes or lapses repeated after 
the department in question has already 
been told about the problem. One 
reason for this may be the “revolving- 
door” policy of appointing ministers and 
their public service deputies and then 
changing them after only a year or 18 
months in the job. You get a lot of re- 
organizations that way. But you don’t 
get much understanding of problems or 
issues. 


Costs Escalate 

Another thing that bothers me 

is a lack of clarity in program 

descriptions when funding is 
being sought from Parliament. In this 
regard, | recall the words of PAC’s 
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Aideen Nicholson, who put it this way: 


“value-for-money auditing does 
not say cost is the only criterion in 
government decisions; it does say 
the government should know what 
a program is going to cost before 
it is launched”. 


A classic example of this has been the 
CF-18 fighter project. This progam, 
many of you remember, was originally 
estimated at about five billion dollars. 
However, we've reported that, if the 
Armed Forces were to buy additional 
equipment and weapons the Air Force 
considers essential, the original cost 
could be more than doubled. So instead 
of the $36 million for each plane and 
associated weapons equipment and 
spares, the cust could be as high as 
$72 million per plane. Inflation and 
changing technology obviously play a 
part in this. And it’s not so much a cost 
overrun as a failure to clearly define at 
the start what was needed in the 
program to make the fighter fully 
effective. 


It annoys me when | hear 
problems recurring that | 
had reported on some years 
earlier. 


We feel, for example, that the original 
cost estimates should have provided for 
sufficient ammunition for each fighter, 
and sufficient spares and ground 
support facilities to see it through its 
useful life. We told Parliament, in both 
my 1984 and 1987 Reports, that there 
were several instances where items that 
should have been charged to the 
project, were in fact charged to other 
budgets. 


Don’t you think, as taxpayers who are 
footing the bill, that when your MPs are 
asked to approve the program, they 
should be given the full life-cycle cost, 
where it’s reasonable to provide it? | 
certainly do. 


| was encouraged recently to learn that 
Defence officials say they will, in future, 
better define the scope and full costs of 
what will be included in major capital 
projects. | would hope as well that the 
lessons learned in the CF-18 project 
will be remembered; for example, when 
the government asks Parliament to 
approve future major expenditures such 
as that to acquire 12 nuclear 
submarines. 


My Office will be watching events as 
they unfold. There has to be, | feel, 
public expectation of government that it 
will demonstrably learn the lessons of 
experience, to ensure preventive action 
for the future. 


_ A Circle of Control 

ll conclude my remarks by 

_ looking at some other factors 
that could improve 

accountability. 


The enactment of the Auditor General 
Act of 1977 provided an effective, 
constructive system of legislative audit, 
with a strong Audit Office. But, is it 
enough? 


To have good external accountability by 
government, there has to be good 
accountability within government. You 
can’t have good accountability 
externally if you don’t have good 
management and financial controls and 
performance accountability inside 
government. Legislative audit and a 
strong Audit Office are vital parts of 
parliamentary control of the public 
purse. But it’s not the only factor. For 
the “circle of control” to be complete 
and tightly drawn, the scrutiny role of 
MPs has to be strengthened. Your MPs 
are the key players in holding the 
government to account. 


We have to recognize, however, that 
there are limits to how effectively 
parliamentarians can hold to account an 
army of well-informed public servants 
who have been around for a long time. 
It's a struggle that’s familiar to those 
who have enjoyed the “Yes, Minister” 
television series. 


There have been significant 
developments in Parliament itself. 
House of Commons committees are 
flexing new muscles following recent 
House reforms. However, even taking 
into account the difference in our 
political systems, they have nowhere 
near the level of staff support that you 
see, for example, in U.S. Congressional 
committees. 


As | indicated at the outset, information 
disclosure is the essential ingredient of 
accountability. The public has to be able 
to know who's accountable to whom, 
and for what. But it also needs to know 
who did what, and for what reason. 
There must be better disclosure so that 
public accountability can be fairly 
assigned to the right person. 


The scrutiny role of MPs 
has to be strengthened. 


There also remains another missing 
ingredient in Parliament's ability to 
evaluate government spending. MPs get 
a wide range of information on 
expenditures from the Audit Office after 
they occur. But they get much less 
information on proposed expenditures. 
Our political masters, who have the 
major responsibility for the public purse, 
have to be candid and informative when 
they seek funds from Parliament. This is 
especially so for the policy objectives 
for programs. There should be no 
hidden agendas and Parliament should 
also be fully informed about the costs of 
alternatives, short- and long-term. 


In the course of this lecture, I’ve tried to 
shed some light on present and 
possibly future means of parliamentary 
control of the public purse. One hundred 
years from now, when future historians 
look into the mirror of history, what will 
they see? 


| hope that they'll see reflected vital 
Parliamentary processes, well served by 
the Auditor General. That’s what | intend 
to ensure, within the authority granted to 
me, for the remainder of my term. It 
took a long time for Parliament's 
sovereignty and control over the public 
purse to be established. It shouldn't be 
taken for granted. Only constant 
vigilance will preserve it. 


The CCAF Study 

In 1987 the Canadian 
lis Comprehensive Auditing 

Foundation published a major 
research study, Effectiveness Reporting 
and Auditing in the Public Sector. \t 
was in response to the 1984 amended 
legislation for Crown corporations and 
the growing awareness of the problems 
facing management and the 
comprehensive auditor in reporting on 
effectiveness. When the Foundation 
issued an exposure draft in March 1986, 
our Office was an influential reviewer 


The Canadian Institute of Chartered 
Accountants and the Society of 
Management Accountants of Canada 
(SMAC) thought the study sufficiently 
important to distribute the summary 
report to their members. Don Yeomans, 
Chairman of the SMAC’s Value-for- 
Money Management Committee, said, 
“It's a report more about management 
accounting than auditing.” 


The Auditor General’s 
Pilot Project 


by Henry McCandless, Principal, 
Professional Practices Group 


A management assertion is an 
explicit statement by management 
about its performance, designed 
to serve an accountability 
relationship. It can refer to one or 
more areas of performance and 
can cover intended 
accomplishments as well as 
results and the means of 
achieving objectives (systems, 
practices and controls). 
Management communicates - 
assertions through financial state - 

ments and narrative reports, such 

as reports to boards of directors, = 
annual reports to shareholders or 

the government's departmental 

Estimates for Parliament. 


With the other requests to the CCAF for 
copies, the summary report is now In 
the hands of nearly 100,000 public and 
private sector auditors and managers 
and members of governing bodies of 
organizations such as hospitals and 
municipalities. 


What did it have to say? 


Effectiveness should be interpreted 
broadly, rather than narrowly 


Accountability will be improved if 
managements make assertions (the 
CCAF uses the term representations) 


In his keynote speech to the Canadian 
Comprehensive Auditing Foundation 
(CCAF) Conference in December 1986, 
Auditor General Kenneth Dye supported 
the Foundation’s call for greater use of 
management assertions to improve 
accountability in the public sector. 


The notion of management assertions 
has been around a long time - asset 
values on a balance sheet are one 
example of a management assertion. 
But the idea of comprehensive, 
formalized assertions by management 
on its performance has been given a 
boost by the latest research study of the 
CCAF. As a means of support for the 
study, and to assess the usefulness of 
assertions for management, Mr. Dye 
decided to test the concept within the 
Office. 


Bill Woodley and Ron Warme 


{ pPiunoONns 


David Marshall explains the problem of 
making choices. 


to governing bodies on the key areas 
of their responsibilities. The CCAF 
suggested 12 such areas, calling 
them “attributes of effectiveness”. 


- The external auditor's proper role 
should be to attest to whether 
accountability assertions by 
management are complete and fairly 
stated. 


The quality of the accountability 
relationship is paramount. Audit should 
serve that relationship, not be part of it. 
In chairing the opening plenary session 
of the 1987 CCAF annual conference on 
the theme of accountability, Alan 
Dilworth, Chairman of Touche Ross, 
stressed that the auditor should stand 
outside the accountability relationship. 


But the external auditor is a necessary 
part of the total system of 
accountability. For example, in 
legislative audit the auditor may have to 
supply important accountability 
information to the legislature if 
management doesn't. There may be a 
legislative requirement to supply certain 
audit information. But the accountability 
relationship is healthiest if management 
does the accountability reporting first, 
and well. For that, management needs a 
logical framework. The CCAF study 
proposes one. 


“I Think We’re On To 

Something” 

As CEO of the Audit Office, the 

Auditor General sees potential 
advantages to the use of management 
assertions in the Office and sees their 
potential for improving his own external 
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accountability reporting to the House of 
Commons. He asked that a pilot project 
be launched in the Office. Thus the 
main objectives for the pilot: to assess 
the usefulness in the OAG of the 
concept of assertions and the CCAF’s 
12 attributes of effectiveness, and to see 
if management assertions from the 
Principal level up can provide a useful 
base for the AG's external accountability 
reporting to the House of Commons 
through the OAG’s Part Ill Estimates. In 
encouraging departments, agencies and 
Crown corporations to develop 
assertions we should understand the 
problems they will face in developing 
complete and fair assertions. 


~The Pilot Group 

Deputy Auditor General Ron 

_ Warme, Assistant Auditor 
General David Marshall and 

Assistant Auditor General Ron 

Thompson volunteered their groups to 

form the Office pilot group. It is co- 

ordinated by Henry McCandless with 

the secretarial support of Yvonne Joly, 

Professional Practices. 


The pilot group represents a good 
cross-section of the Office’s work: 
entity audit (Bill Woodley, Energy, 
Mines and Resources Principal); 
government-wide audit (John Cooper, 
EDP Value for Money Principal); Public 
Accounts and Part Ills audit (Ron 
Thompson's group — Principals John 
Adshead, Martin Wickham and John 
Rutherford); computer technology 
support (Principal Larry Duff’s and 
Director Bart Burron’s groups); audit 
functional responsibility roles (John 
Cooper’s and Ron Thompson's groups); 


Ron Thompson discusses mandate. 


Larry Meyers guestions a point. 


international work (Ron Thompson's 
IFAC support to the AG); and all 
divisions of Ron Warme’s Administration 
Branch. Also a member of the pilot 
group is Larry Meyers, Deputy AG Audit 
Operations for David Marshall’s and Ron 
Thompson's groups. 


Two audit firm partners are helping the 
pilot as consultants: Bill Bradshaw, 
partner of Touche Ross, and Pat 
Lafferty, partner of Coopers & Lybrand 
Each has played a leading role in the 
comprehensive auditing community in 
developing concepts and practices 
related to management assertions 


After the pilot, the Executive Committee 
will decide on Office-wide application. 
At the time of writing, the pilot group 
had reached the stage of reviewing 
participants’ management assertions 
and developing Office-level assertions 
for the Auditor General as chief 
executive officer. 


~~ Our Experience to Date 

Participants started with the 

~ CCAF study and summary 
report and the OAG Discussion 

Paper on management assertions. 
Assertions “roll up” from the Principal 
or equivalent manager level for the most 
important areas of responsibility. In the 
pilot we are using and assessing the 
CCAF’s 12 attributes. 


The work of others has helped the 
OAG’s own pilot. Canadian National and 
Canada Mortgage and Housing 
Corporation, two major Crown 
corporations, are developing 
management assertions as a basis for 
external audit under the Special 
Examinations requirement of the 1984 


amendment to the Financial 
Administration Act. Staff of both 
corporations were generous with 
information and advice. 


CN Comptroller Stuart Thomas and 
CN’s assertions co-ordinator George 
Keller took time from their peak year- 
end financial statement work to be 
interviewed. Francis Cameron, director 
of the CMHC assertions project, and 
Partner Colin Potts of Deloitte, Haskins 
and Sells, the special examiner, 
discussed the CMHC approach with us. 
Fran Cameron joined in a working 
meeting of our pilot group to describe 
CMHC’s experience and to share her 
own enthusiasm for the assertions 
approach. 


We are experimenting in the structure 
and approach. In David Marshall's 
group, assertions have been drafted by 
Bart Burron, John Cooper, Larry Duff 
and Bill Woodley for incorporation by 
David Marshall in his own assertions up 
to the AG level. In Ron Thompson's 
group the assertions start at the AAG 
level, from initial input from the group's 
Principals, and are drafted by the 
group’s management assertions co- 


David Marshall, John Cooper, Tom Koplyay and Bill Bradshaw (foreground) 


ordinator, Director Tom Koplyay. In 
Administration the assertions are devel- 
oped at the Deputy AG Level from input 
across the Branch. Pilot group members 
are Principals Bill Beaudoin and Jim 
Burrows and Director Wayne Gilmour. 


CMHC’s experience with the concept of 
critical success factors and results 
statements has been influential in the 


OAG’s approach. We are using a 

framework of: 

- mission statement: the AG's 1983 
mission statement and the OAG 
program objective statement in our 
Part Ill Estimates; 

- critical sub-objectives needed to 
achieve main objectives; and 

- critical processes needed to achieve 
the sub-objectives. 


The Canadian Comprehensive Auditing Foundation’s Twelve Attributes of Effectiveness 


The CCAF has proposed the following attributes as the basis for making representations on effectiveness: 


- management direction: the extent to 
which the objectives of an 
organization, its component 
programs or lines of business, and its 
employees, are clear, well- 
integrated and understood, and 
appropriately reflected in the 
organization’s plans, structure, 
delegations of authority and 
decision-making processes 


- relevance: the extent to which a 
program or line of business 
continues to make sense in regard to 
the problems or conditions to which it 
is intended to respond 


- appropriateness: the extent to which 
the design of a program or its major 
components, and the level of effort 
being made, are logical in light of the 
specific objectives to be achieved 


- achievement of intended results: the 
extent to which goals and objectives 
have been realized 


- acceptance: the extent to which the 
constituencies or customers for 
whom a program or line of business 
is designed judge it to be satisfactory 


- secondary impacts: the extent to 
which other significant 
consequences, either intended or 
unintended and either positive or 
negative, have occurred 


- costs and productivity: the 
relationships among costs, inputs 
and outputs 


- responsiveness: an organization's 
ability to adapt to changes in such 
factors as markets, competition, 
available funding or technology 


- financial results: the matching of, and 
the accounting for, revenues and 
costs and the accounting for and 
valuation costs of assets, liabilities 
and equity 


- working environment: the extent to 
which the organization provides an 
appropriate work atmosphere for its 
employees, provides appropriate 
opportunities for development and 
achievement, and promotes 
commitment, initiative and safety 


- protection of assets: the extent to 
which important assets — such as 
sources of supply, valuable property, 
key personnel, agreements, and 
important records or information — 
are safeguarded so that the 
organization Is protected from the 
danger of losses that could threaten 
its success, credibility, continuity 
and, perhaps, its very existence 


- monitoring and reporting: the extent 
to which key matters pertaining to 
performance and organizational 
strength are identified, reported, and 
carefully monitored 
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Learning 

The CCAF’s 12 attributes tie in 

with objectives-based 

assertions in helping to ensure 
that no critical objectives or processes 
are overlooked. As generic areas of 
management responsibility they can be 
used at any level but seem to be 
developed most usefully at the 
corporate level to ensure the 
completeness of assertions. In our most 
recent meeting we reviewed the OAG’s 
operations specifically in terms of the 
CCAF’s 12 attributes. 


Team members have found what we 
expected — drafting assertions isn't 
easy. But in the pilot we are not striving 
for perfection, and team members have 
benefited from our consultants’ 
knowledge and from reviewing each 
other's efforts and exchanging views. 


Coming to grips with assertions has 
been a useful learning experience for 
participants by helping us to clarify our 
responsibilities as managers and the 
means of accomplishing our objectives. 
The process clarifies expectations and 
important accountability relationships. 
For example, shared responsibilities 
present an interesting problem for 
accountability in any organization. Who 
should make the assertion? How should 
external constraints on managers be 
dealt with? Can assertions be developed 
adequately by a bottom-up process? 


Pat Lafferty explains an effectiveness 
attribute. 


The participants’ wind-up meeting will 
assess the pilot and ensure that we 
capture the learning for office-wide 
application. We have enjoyed a high 
level of enthusiasm for the project and 
interest in its potential outcomes. As 
Auditor General Ken Dye puts it: “I think 
we're on to something.” 
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Performance Audit in 
Cyprus 


by Douglas Timmins, Principal 
and Michael Ryan, Director 


Two OAG staff members, Principal 
Douglas Timmins and Director Michael 
Ryan were sent as consultants to the 
Auait Office of the Republic of Cyprus. 
What follows is an account of their work 
in Cyprus, followed by excerpts from 
Mike Ryan’s journal describing some of 
their non-audit activities and his own 
impressions of the country and its 
people. 


The word “foreigner” does not exist in 
the Greek language; the word Greek 
Cypriots use is “guest”. This helps to 
explain the hospitality accorded to the 
ambassadors of comprehensive audit 
sent from our Office as consultants to 
the Audit Office of the Republic of 
Cyprus. Principal Douglas Timmins, his 
wife Kristen and Director Michael Ryan 
have fond memories of the warm and 
friendly welcome they received 
everywhere. The pattern was set by the 
Auditor General, Theophilos A. 
Theophilou and followed by everyone in 
the Audit Office. 


Performance Audit 

Consultancy 

It was Douglas Timmins’ 

second consultancy visit to the 
Republic. The visits have been funded 
under the United Nations Technical 
Development contract and are designed 
to foster the development of 
performance audit in Cyprus. The Audit 
Office conducts audits of the activities 
of governmental agencies ranging from 
national institutions to municipalities and 
has recently initiated performance or 
comprehensive audit. During his first 
visit, Douglas assisted in developing 


plans for a performance audit of 
maintenance and repairs of government 
buildings. He had assisted in revising 
the Audit Office’s report on its first 
performance audit on the management 
of machinery. The advisory role 
includes advice on planning, 
implementation and reporting on the 
maintenance audit. He also assisted in 
identifying training needs. 


Performance Audit 

Courses 

Michael and Douglas presented 

three courses during their June 
visit. The subjects these covered were 
comprehensive audit fundamentals, 
conducting comprehensive audits, and 
managing comprehensive audits. 


The courses took advantage of the 
ongoing performance audit on 
maintenance by integrating it into the 
course material. The 18 participants in 
the course identified the potential 
findings coming from the survey work, 
developed audit criteria, and developed 
audit programs for each of the projects 
of the performance audit. 


As a result, the Audit Office now has 18 
management level personnel who have 
gone through the implementation 
planning process for an actual 
performance audit. These in turn can 
pass that knowledge on to their juniors 
In addition, Savvas Protopapas, a Senior 
Principal, played an important part in 
delivering the courses and will now be 
responsible for offering them to other 
staff members in future in a combination 
of English and Greek. 


There was another dimension to the 
Canadian mission. Douglas Timmins 
installed our Office’s IDEA software on 
the Cyprus Audit Office computer. 
Three weeks of computer training 
courses were later provided by Guy 
Dumas of our Office. Resources saved 
by using the automated sampling 
program are expected to free personnel 
for future performance audits. 


Field Work — Diary of an 

Exploration 

When Savvas Protopapas told 

us that Cyprus is as close to 
Paradise as anyone can find, as true 
auditors we set out to verify his claim. 
To do this, we had to see as much of 
the island as we could in our time there. 
When the opportunity came to join 
Deputy Auditor General Spyros Christou 
and his wife Chryso on a field audit of 


Theophilos A. Theophilou, Auditor General of the Republic of Cyprus opens 
Performance Audit Course. Left to right: Deputy Auditor General Spyros Christou, 
Andreas Skoedis and Savvas Protopapas of the Audit Office; Douglas Timmins; 
Auditor General of the Republic, Theophilos A. Theophilou; and Michael Ryan. 


Sampling Cypriot hospitality we find (left to right): Michael Ryan; Kristen Timmins; 
Lella Theophilou, wife of the Auditor General; Chryso Christou, wife of the Deputy 
Auditor General; Spyros Christou, Deputy Auditor General; Savvas Protopapas of 
the Audit Office and Theophilos A. Theophilou, Auditor General of the Republic. 


forestry stations, and of the municipality 
of Kampos in the Trodoos mountains, 
we eagerly went along. 


We were taken into the cool, refreshing 
mountains and shown the major 
reforestation programs there. Kampos is 
a village nestled in a valley, its white 
houses accented by blossoming 
bougainvillaea and its residents more 
typical of centuries past than of today. 
We passed an alpine ski hill (we felt at 
home visualizing snow in the 
mountains), the monastery of Kykko, 
and the burial place of Archbishop 
Makarios Ill. 


It was lovely, but we couldn't verify the 
Paradise claim until we had seen more. 


Thus, we joined technical auditor 
Michalis Hadjiloizou and his wife Despo 
in visiting the construction site of the 
largest dam in Cyprus. Michalis, a civil 
engineer, performs a function for such 
major projects that includes elements of 
internal control, internal audit and 
external technical audit. 


The project, of immense dimensions, 
expands on an impermeable clay core, 
using varying types of earth and stone. 
The dam will provide water and 
irrigation to large areas of southern 
Cyprus. After the technical audit, we 
visited archaeological sites from ancient 
times and saw the sea from the city of 
Pathos. In the evening we visited the 


Baths of Aphrodite, the ancient Greek 
goddess of Love. 


After a Sunday at the beautiful beach at 
Ayia Napa with the Auditor General and 
his wife Lella, we figured that we had 
completed sufficient tests to conclude 
that Cyprus was pretty close to our 
definition of Paradise. An island, 
surrounded by the shimmering green 
and blue shades of the eastern 
Mediterranian, featuring beautiful 
beaches, rushing rivers, cool refreshing 
mountains and endless sunshine from 
cloudless skies. 


The Green Line 

Savvas Protopapas had 

qualified his claim of Paradise 

for Cyprus with a reference to 
the Green Line. Since 1974, Turkish 
soldiers have been separated from 
Greek Cypriot soldiers by United 
Nations military personnel, including 
Canadian soldiers; this dividing line is 
called the Green Line. 


It was with deep feelings of sadness that 
Deputy Auditor General Spyros Christou 
and his wife pointed out their native 
village - the once prosperous village of 
Morphou across the plains in Turkish 
territory - a village which they may no 
longer visit. With the same sadness, 
Andreas loannou tells us about piling his 
children in the car and fleeing his 
village. One buys a refugee stamp with 
each Cyprus postage stamp — a 
reminder of a country divided. 


Cyprus, strategically located between 
Africa and Europe and adjacent to the 
Middle East, has been frequently 
invaded over the centuries. Though 
many flags have flown over the island, 
nonetheless close family and village ties 
endure. 


A Closing Note 

We must say something about 

the food. Cyprian hospitality is 

centered around the table, 
where a meze can include 25 to 30 
courses. Served in open air restaurants 
during the many summer months, this 
delicious treat can last over two hours. 
Visitors to Cyprus must learn to pace 
themselves. | suspect most end up as 
we did, not only well tanned but several 
pounds heavier. 
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Overcoming 
Discrimination in the 
Office of the Auditor 
General 


by Michael Ryan, Director 


A very pretty woman travels on the bus 
with me quite regularly. She is featured 
in a poster which says "Don’t Walk 
Away from Me" as a Series of 
photographs show more and more of 
her — and her wheelchair. 


Would | Walk Away? 

The poster raises the question — Would 
| walk away? Would my employer walk 
away? Would my colleagues walk 
away? 


It appears that employers and their 
organizations have walked away from 
or, at least, not walked toward certain 
groups in the past. Do they continue to 
do so? If not, why are women, the 
handicapped, aboriginal peoples and 
visible minorities underrepresented in 
some of our organizations — especially 
at senior levels? The Office of the 
Auditor General has decided to step up 
its activities in this area. 


Employment Equity 

Handicapped persons are one group 
designated for attention under the 
Office's employment equity initiatives. 
The employment and working 
conditions of women, aboriginal 
peoples, and visible minorities are also 
employment equity issues. 


Employment equity programs identify 


and remove systemic, physical and 
attitudinal barriers to the employment of 
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designated groups. But with what sort of 
barriers are we concerned? Let’s look at 
a few examples. 


Systemic Barriers 

Policy analysts at the Secretariat to the 
Ministry of Unimportant Affairs are 
required to make site visits according to 
the position selection criteria. They 
rejected John Bissonnette’s application 
because he was confined to a 
wheelchair — the field travel budget for 
the Secretariat was $400 and the last 
time an analyst was actually seen in the 
field was in spring 1975. Does this 
represent a systemic barrier to the 
handicapped? 


Physical Barriers 

Actually John would have never made 
the interview because the six steps 
outside the building housing the 
Secretariat blocked his way — had he 
succeeded in getting into the building, 
he wouldn't have been able to reach the 
buttons on the elevator, get in the door 
to the Secretariat Offices or use any of 
the facilities once inside. Do these 
represent physical barriers? 


Attitudinal Barriers 

The promotion committee of the 
Operation Division of the Department of 
Unimportant Affairs passed over 
Barbara Jones because they felt an 
executive position would place too 
much stress on the mother of three. 


Does this represent an attitudinal 
barrier? And what is the Office doing 
about these sorts of barriers? 


Working Group on Employment 
Equity 

The Office has expanded the role of an 
existing group to serve as the Working 
Group on Employment Equity in the 
Office of the Auditor General. The 
Employment Equity Working Group 
addresses the concerns of the 
handicapped, women, aboriginal 
peoples and visible minorities. Michael 
Ryan has assumed the role of 
Employment Equity Co-ordinator for 
the Office and chairs the Group. 


The Employment Equity Working Group 
carries on the work of the Working 
Group for the Employment of the 
Handicapped in the Office of the Auditor 
General which has been active under 
the chairmanship of Deputy Auditor 
General Ron Warme since 1983. During 
that period, the Office adopted an 
official policy on the Employment of the 
Handicapped and substantially 
increased the representation of 
handicapped persons in the Office. 
While representation in certain regards 
is above the norm, the Office is 
committed to addressing areas of 
opportunity and making sure the playing 
field is level. Updates on these actions 
will be provided in future editions of 
Opinions. 


Michael Ryan meets with Suzanne Azzie, Manager, Employment Equity, Public 
Service Commission to discuss Employment Equity. 


Senior 


Appointments 
at the OAG 


Executive 
Promotions 


In March 1988, Auditor General Kenneth 
Dye announced the following senior 
level (PX) appointments at the Office of 
the Auditor General (OAG): 


From PX-1 to PX-2: 
[_] Jim Burrows 
New Principals (PX-1): 


Nancy Cheng 

Tom Hopwood 
Raymond L. Foote 
Francine D. Bissonnette 
John Turnbull 

Scott Milne 

Maria Barrados 


So PO) a 


Opinions congratulates these staff 
members on their promotions, which 
took effect on 1 April 1988. The 
following provides a brief background 
on their education and careers, and their 
current responsibilities at the OAG. 


Nancy Cheng 


Nancy Cheng is a new audit Principal 
responsible for the audit of Revenue 
Canada-—Customs and Excise, in the 
Revenue, Central Agencies and 
Efficiency Group. Before joining the 
Office in 1982, she was a computer 
audit manager with Clarkson Gordon in 
Ottawa. 


Nancy has been involved in the audit of 
Revenue Canada, Taxation since she 
joined the Office. As part of the Tax 
Expenditures review team, she received 
the “Award of Excellence” in 1986. She 
is active in professional development 
activities, having been involved in 
various Course development committees 
relating to sampling and computers, and 
also serving on the Promotion Review 
Committee for auditors. 


Her involvement with professional 
development has taken her to China; 
she was a member of the Project 
Definition Mission team that initiated the 
Canadian International Development 
Agency project, and in 1987, along with 
senior members from the Office, she 
presented a seminar to a senior 
management group in China. 


“I enjoy my work in the Office. It gives 
me an opportunity to work with different 
people on a wide variety of 
assignments,” says Nancy. 


Nancy has an Honours Commerce 
degree from Carleton University and is 
an Ontario CA. 


Nancy enjoys camping, ballet and jazz, 
baking, gardening and spending time 
with her family. 


Tom Hopwood 


Tom Hopwood has been with the Office 
four years. Most of his attention has 
been devoted to the Comprehensive 
Audit of the Department of National 
Defence, where he will continue as 
Audit Principal. He has also been 
involved in other projects, including the 
comprehensive audit of Energy, Mines 
and Resources, the special examination 
of the Canadian Commercial 
Corporation, and production of the Audit 
Notes chapter of the 1987 annual 
Report. His engineering background 
contributed to his selection as the 
Office’s functional responsibility leader 
for Materiel Management 


He brought to the Office diverse 
experience with government 
departments and agencies such as 
Indian and Northern Affairs, the Post 
Office, Transport Canada, and Industry 
Trade and Commerce. He had also 
worked on interdepartmental policy 
committees that included members 
from Ministry of State for Science and 
Technology, Treasury Board 
Secretariat, National Research Council 
and a number of other departments. 

“| have always enjoyed the challenge of 
taking on a new job in a different 
environment,” Tom explains. “The 
Office offers this kind of variety. Every 
new project brings with it a new set of 
team-building and conceptual 
challenges.” 


In his spare time, Tom coaches a local 
hockey team of youngsters and 
instructs Tae Kwon Do at a community 
centre. His major pleasure, however, Is 
getting up to the cottage during the 
summer with his wife and children. He 
and his wife started building it about 10 
years ago, and plan to finish it “any 
year now.” 
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Raymond L. Foote 


Raymond Foote joined the Office of the 
Auditor General in January 1981. Since 
then he has been the senior director on 
the value-for-money audits of the 
Department of Industry, Trade and 
Commerce, Statistics Canada, Canadian 
International Development Agency 
(CIDA), External Affairs, and the 
Canadian Forestry Service. 


Before joining the Office, Ray worked as 
a policy analyst in the former 
Department of Regional Industrial 
Expansion and as a planning officer in 
Health and Welfare where he was 
involved in survey research as well as in 
reviewing Canada’s health services. 


Ray studied at the University of New 
Brunswick where he received a 
Bachelor of Arts and a Master’s degree 
in Sociology. This was followed by a 
PhD in Sociology from the University of 
Toronto for his published work on the 
social consequences of rapid 
industrialization. Ray has taught at 
various universities and held the 
position of Assistant Professor, 
Department of Sociology, University of 
Guelph. It was through his university 
work that he became interested in the 
development of program evaluation in 
the federal government, an interest that 
has found direct application in the OAG 
effectiveness mandate. 


Ray is currently completing work on 
annual Report chapters on the Canadian 
Forestry Service and CIDA. In his 
leisure time, however, he enjoys 
spending time with his wife and two 
sons, reading, playing the guitar, and 
looking forward to a few rounds of golf. 
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Francine D. Bissonnette 


In the last few years, Francine D. 
Bissonnette has been in charge of the 
financial and legislative audits of many 
organizations with headquarters in 
Montreal, including the National Film 
Board, Telefilm Canada and the 
Laurentian Pilotage Authority. She has 
also been responsible for the co- 
ordination of audit mandates referred to 
the Montreal office by Ottawa teams, as 
well as co-ordinating the personnel 
assignment plan. 


With her promotion to Principal, she will 
be in charge of administration for the 
Montreal office and its thirty or so 
professionals, while continuing her audit 
responsibilities. She is very enthusiastic 
about this new challenge, realizing that 
special examinations are on the horizon, 
and that the Montreal office is taking on 
two new important clients in the near 
future — Via Rail Canada Inc. and the 
Federal Business Development Bank. 


Francine holds a Master’s degree in 
Commerce from the University of 
Sherbrooke and is a member of /’Ordre 
des comptables agréés du Québec. 
She began her career at Touche Ross & 
Co. in 1973, first in Quebec City and 
later in Montreal. She joined the OAG in 
1978 and became a Director in 1982. 


Francine balances her professional life 
with her family life. She and her 
husband like travelling. Their leisure 
hours are devoted to their five-year- 
old daughter. 


John Turnbull 


In addition to being responsible for the 
audits of the Departments of Labour and 
Communications, John is responsible 
for twelve other entities under the “Arts 
and Culture” portfolio, such as the 
National Museums of Canada, Secretary 
of State and National Arts Centre. 


Before joining the Office in 1977 as a 
senior auditor, John spent ten years 
with the Department of Consumer and 
Corporate Affairs, after two years with 
Coopers & Lybrand. During this time he 
gained a vast knowledge in insolvency 
matters. He has a Commerce Degree 
from the University of Ottawa and is a 
member of the Certified General 
Accountants’ Association of Canada 
(CGA). 


John has been active at many levels in 
the CGA Association. At the regional 
level he sat on the board of directors for 
ten years, two as president. At the 
provincial level he spent a number of 
years on the continuing education 
committee. At the national level he 
served as chairman of the CGA National 
Conference in 1976. He has also 
designed and presented lectures on 
comprehensive auditing to CGA 
chapters across the Province of 
Quebec. He previously lectured on 
auditing at the University of Quebec in 
Hull and accounting at the University of 
Ottawa. 


In addition to his audit work John is 
active in other aspects of the Office: he 
has developed and given professional 
development courses; helped organize 
a Managers/Directors Conference; 
served on the Commonwealth 
Conference Committee; participated in 
university recruitment; and organized 
the OAG golf tournament. 


Jim Burrows 


Jim joined the OAG in 1961 after eight 
years in public practice with a Toronto 
firm of chartered accountants. He 
obtained his CA in 1958. 


His early audit responsibilities included 
the Departments of Immigration, Indian 
Affairs, Health and Welfare, National 
Defence, and Supply and Services. 


In 1974 he was assigned to the central 
Financial Management and Control 
study group. His close work with staff 
and Interchange participants in this 
study, and his subsequent 
responsibilities in overall planning and 
staffing assignments within Audit 
Operations, added to his knowledge and 
experience in resourcing projects. 


In 1977 he was assigned the major 
responsibility for negotiating and 
administering professional services 
contracts. 


More recently he has assumed 
functional responsibility for Security 
within the Office, coinciding with the 
introduction of the new government 
policy on security. He notes that 
“auditors have always recognized the 
confidential nature of their work, but 
security has been a relatively 
unobtrusive factor. Our changing society 
has multiplied the risks attached to the 
possession of information and our 
security measures must keep pace.” 


Jim enjoys the many facets of his work, 
“particularly the ongoing repartee with 
Frieda and Line, his long-suffering 
assistants.” He and his wife, Isabel, 
have three grown sons. Among many 
pastimes he particularly enjoys a 
spirited game of bridge, and smiles 
when he loses at poker. 


Scott Milne 


Scott Milne is the Principal responsible 
for the new FAST (Framework for Audit 
Strategy and Testing) Sampling 
Resource Team which has functional 
responsibility for extent of audit testing, 
analytical review and statistical 
sampling, and is scheduled to take over 
management of the Office’s Central 
Data Selection from the Computer Audit 
Group in 1989-90. Scott will also be 
involved in the work of the Public Sector 
Committee (PSC) of the International 
Federation of Accountants, and the 
International Organization of Supreme 
Audit Institutions. 


Scott joined the Office in 1985 as a 
Director. Before his transfer to the new 
team, he was responsible for six audit 
entities, the largest being the 
Department of the Environment. Scott 
was also involved in methodology and 
course development, the work of the 
PSC and other projects. 


“! will miss the audit work,” said Scott. 
“The assignments were interesting and | 
had a super group of people working for 
me. However, the mandate of the new 
team provides us with a lot of interesting 
challenges, and should give us many 
opportunities to deal with and learn from 
other people in the Office.” 


Before joining the Office, Scott spent 
twelve years with Price Waterhouse in 
Toronto. He has a Bachelor of 
Commerce from the University of 
Toronto and obtained his Ontario CA in 
1975. 


Scott enjoys swimming and bicycling in 
the summer, and in the winter, skating, 
skiing and “maybe again this year” 
curling. 


Maria Barrados 


Maria Barrados is a new audit Principal 
in the Effectiveness Group. Before 
joining the Office in 1985, she worked at 
Atomic Energy of Canada, Secretary of 
State and Carleton University. 


Her responsibilities at Atomic Energy of 
Canada included evaluating 
communications programs and 
Company public policy positions on 
social issues. Part of her evaluation 
work included an assessment of public 
participation in environmental hearings 
and an environmental assessment for a 
major research undertaking by the 
Company 


At Secretary of State, Maria was 
responsible for managing surveys of 
post-secondary education and 
analysing the impact of federal transfer 
payments on post-secondary 
education. 


Maria has a PhD in Sociology from 
Carleton University with a specialty in 
applied research methods and statistics 
and has worked as a researcher and 
teacher at Carleton. She also holds 
degrees from McGill University and the 
University of Saskatchewan. 


Since joining the Office, Maria has 
worked on several comprehensive 
audits, most recently on the Canadian 
Jobs Strategy in Employment and 
Immigration Canada. One of the 
highlights of her time in the Office has 
been her participation in challenging 
audits as an audit manager and 
functional specialist. 


She enjoys spending time with her 


family, travelling, reading, skiing and 
swimming. 
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INTOSAI Meeting, Berlin 1988 


The 31st meeting of the Governing Board of the International Organization of Supreme Audit Institutions (INTOSAI) 
was held in Berlin, West Germany, May 15 to 17, 1988. Auditor General Kenneth Dye attended, accompanied by 
Deputy Auditor General Ed Rowe and Assistant Auditor General Yvan Gaudette. At this meeting, Kenneth Dye in his 
capacity of Chairman of the INTOSAI Accounting Standards Committee and President of IDI, the INTOSAI 
Development Initiative, presented progress reports on these activities. 


Delegates from the following countries attended the meeting: Australia, Austria, Canada, Costa Rica, Hungary, Kenya, 
Malaysia, Peru, Philippines, Saudi Arabia, Spain, Sudan, Sweden, Tunisia, United States and West Germany. 
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In June, the Canadian Institute of Chartered Accountants 
published the “Report of the Commission to Study the 
Public’s Expectations of Audits.” 


In my view the independent Commission is to be 
congratulated for its clear and comprehensive review. The 
members have not only looked at the major issues affecting 
auditing today, they have also provided some important 
insights on the present status and the future of Canada’s 
auditing profession itself. 


The Commission chose not to examine legislative auditing 
as such. But there are links between at least two of its 
concerns and the work of my Office. The first is the matter 
of the independence of the auditor. The Commission 
observes that because audit appointments in the private 
sector are heavily influenced by management, some 
members of the public perceive that this reality can put 
pressure on the auditor’s independence. Also, because 
public accounting firms are often providing consulting 
services to their audit clients, the public senses that there is 
a potential for a loss of objectivity by the auditor. 


Fundamental to legislative auditing is the principle of 
absolute independence, which is of immense importance 
when one is auditing in a volatile political environment. It 
may be that the Auditor General’s experience of the 
advantages of complete independence can be of value to 
those seeking to ensure the continued independence of the 
auditor in the private sector. 


Another matter tackled by the Commission is of even more 
potential significance to my own work. This is the section 


of the report that discusses the Auditor’s responsibility in 
relation to fraud and illegal acts. The Commission found 
the public’s expectation is that the auditor should more 
actively search for and react to fraud and other illegal 
activities. And it goes on to recommend ways of 
strengthening the auditor’s role in these areas. 


If Canadians wish private sector auditors to take a stronger 
position on seeking out and reporting fraud, one can 
assume that they have at least as strong an expectation that 
legislative auditors should also be making greater efforts to 
identify fraudulent activities. 


For the past 10 years the General Accounting Office in the 
United States has had a “hot-line” which can be used to 
report allegations of fraud and misconduct involving public 
officials. There are arguments on both sides as to whether a 
similar “hot-line” would be appropriate and useful in 
Canada. 


What does seem certain, in the light of the Commission’s 
findings, is that we legislative auditors may have to become 
more proactive in detecting fraud and other illegalities. 


Kenneth M. Dye, FCA 


Opinions 


Program 
_ Evaluation 


and 


Examining the Quality of 
the Audit 


By Ted McNamara, 
Assistant Auditor General 


When I returned to the Office in 
August 1983, after a two-year stint 
with the Canadian Comprehensive 
Auditing Foundation, Ken Dye asked 
me to form a Program Evaluation and 
Internal Audit (PEIA) Group. 


The Group would assess the extent to 
which the Office objectives were being 
met effectively and at least cost. The 
Office has always been in the forefront 
of public sector auditing. This self- 
assessment initiative would provide 
another opportunity to demonstrate 
its leadership. 


The Group’s purpose was to gauge the 
quality of the Office’s work overall, 
not to evaluate staff performance. 
Naturally individual audits would be 
reviewed, but only the Office-wide 
concerns would be brought to the 
attention of the Executive Committee 
and would be conveyed to Office staff. 


My previous experience with the 
Office included responsibility for 
value-for-money (VFM) audit 
methodology and for our work in the 
area of program evaluation. I felt 
comfortable with that part of my new 
mandate. As for internal audit, I 
would have to do whatever was 
necessary to deliver a satisfactory 
product. 


PEIA is responsible for: 
Program Evaluation 


— assessing the effectiveness with 
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which the Office’s audit activities 
support the scrutiny role of the 
House of Commons; 


Post Audit Quality Review (PAQR) 
— assessing whether the quality of the 
Office’s audit work is such that it 
selects matters of most significance 
for audit, and that it audits these in 
a professional and cost effective 
manner; and 


Internal Audit 

— assessing whether important 
management practices and 
procedures throughout the Office 
reflect due regard for value for 
money. 


Bill Radburn had been responsible for 
PAQR work during the preceding two 
years, assisted by George Nyvit. PEIA 
assumed the PAQR function because 
of the natural fit with program 
evaluation and internal audit. 


In taking on a self-assessment role the 
Office was breaking new ground, at 
least in the public sector. Public 
accounting firms regularly conducted 
peer reviews, but we were aware of no 
comparable practices in the public 
sector. 


The U.S. General Accounting Office 
(GAO) was developing a similar 
initiative about the same time, 
although this did not become known 
until later. The U.K. audit office still 
has no PAQR function and won’t for 
at least another couple of years. I 
don’t know what the situation is with 
other audit offices around the world, 
but nothing has come to light through 
INTOSAI. The provinces don’t appear 
to have anything comparable. 


The organization of PEIA is simple 
with only a small permanent staff. 
Director George Nyvlt, and a 
secretary, Sylvia Shier work with me. 
Another director, John Pritchard, is 
on long-term loan from Audit 
Operations Branch. Manager Jay 
Lukenbill has recently returned to 
Audit Operations, and we are awaiting 
a replacement. 


To carry out our work, we rely on 
staff borrowed from Audit Operations 
and on consultants. This is not as 
simple as it sounds. Assistant Auditors 
General and Principals are reluctant to 
give up their senior staff, even for 
short periods. Junior staff can help 


review attest work for public accounts 
audits and for Crown corporations; 
however, they often lack the related 
experience to take on VFM PAQR 
work or to review the audits of major 
Crown corporations. 


Despite our conviction that carrying 
out PAQR reviews requires above 
average experience and audit know- 
how and that a request to do PAQR 
work recognizes one’s superior skills 
and experience, we have difficulty 
persuading qualified people to take on 
PAQR assignments. Perhaps this 
natural reticence to audit one’s peers, 
or worse, one’s boss, could be 
overcome if we were a much larger 
organization where we could ensure 
reviewers’ complete independence. 


Using consultants is one way to 
overcome these problems. Wherever 
possible, we select consultants unlikely 
to work for audit teams later. This 
narrows our choice considerably. 
Those having comprehensive auditing 
experience needed by PAQR are 
constantly in demand by the audit 
teams. When using consultants then, 
we have to live with a certain risk to 
independence but this has presented 
no problem so far. 


PEIA Projects since 1983 

Here are some highlights of the 
projects we have carried out over the 
last few years. 


Program Evaluation: Evaluation of 
the annual reporting process (EA RP) 
using the 1983-84 Report 

The objectives of the study were: to 
see what Members of Parliament 
thought about the audit information 
provided to them in the annual 
Report; to find out the views of 
central agencies and line departments, 
and of journalists, since it is the news 
media that provide the public its 
information on the Auditor General’s 
work; and to analyze the Office’s 
internal perception of the usefulness of 
the audit information, its nature and 
its presentation in the annual Report. 


Interviews with Members of 
Parliament revealed that the annual 
Report was used by members of the 
Public Accounts Committee (PAC) 
but that little attention was paid to it 
by other Members. Members of other 
standing committees were unaware of 
chapters on departments whose 
Estimates they reviewed. 


Members suggested ways the Office 
could be more helpful to them: 
Arrange audit chapters so Members of 
Parliament could quickly determine 
significant findings and assign first 
priority. Use concrete examples to 
illustrate findings in departmental and 
government-wide chapters. Continue 
to press for an amendment to the 
Auditor General Act to permit more 
frequent reporting of issues while they 
were still current. Support the 
standing committees by referencing 
audit findings to Estimates 
submissions and by helping the 
committees relate the information 
contained in the Auditor General’s 
Report, the departmental annual 
report, the Public Accounts and the 
departmental Estimates. 


In addition, the Office could 
communicate to committees by letter 
that a relevant chapter had been 
published and outline matters of 
significance. Office representatives 
could attend committee meetings 
where the Estimates are reviewed to 
discuss the implications of relevant 
audit findings. 


Most department and central agency 
heads felt the annual Report 
attempted to present a fair and 
balanced view of the organization 
being audited, that the Report 
conveyed an understanding of the 
activities and areas covered in the 
audit and dealt with matters of 
significance. Two deputy heads 
expressed negative views. The Office 
response was to increase emphasis on 
keeping deputy heads fully informed 
throughout audits so that any 
problems can be satisfactorily resolved 
before the audit is finished. 


A One-week Event 
Journalists, while generally 
positive about the annual 
Report, commented that its 
media life, approximately one week, is 
short. More frequent reporting could 
allow more depth of coverage. The 
journalists use simple criteria for 
selecting topics to focus on, such as 
large dollar amounts of waste, and 
high-profile departments. They prefer 
the Auditor General’s own chapter on 
matters of special importance and the 
Audit Notes chapter, because these 
conform to journalists’ criteria. 


We concluded that improved processes 
could make the annual Report more 
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Program Evaluation and Internal Audit: (left to right) John Pritchard, 
George Nyvit, Sylvia Shier, and Ted McNamara 


useful to MPs and more acceptable to 
deputy heads. 


Evaluation of Professional 

Development Training in the 

OAG 

This 1986 study by a 
consultant was to determine if the 
Office was teaching the right things 
and was teaching the things right. The 
first involved surveying the staff about 
the on-the-job usefulness of skills and 
knowledge received in training. The 
second required assessing course 
design and delivery, making 
comparisons with other audit bodies, 
notably the GAO. 


The study determined that 
professional development courses 
played an important part in 
developing auditor capabilities and 
disseminating new audit techniques. 
The OAG has made a sustained and 
substantial effort to provide ongoing 
training opportunities to staff and 
most auditors believed the courses 
provided good value for money in 
terms of usefulness on the job. The 
study also found that the OAG’s 
training program compared 
favourably with that of the other 
national office of a similar size visited 
by the consultant. 


The consultant’s review of the audit 
training programs of other offices 


identified examples of excellent 
training practices that the OAG might 
consider adopting. 


We recommended the OAG give 
highest priority to continually 
updating training in value-for-money 
auditing, audit project management 
and data analysis skills; provide longer 
and more intensive in-house training 
for high priority subjects; and 
implement, on an urgent basis, the 
current plan to develop curricula for 
group and developmental levels in the 
OAG. 


The evolution of comprehensive 
auditing increasingly challenges 
training within the OAG. Extensive 
analysis would have to be made of the 
specific audit tasks to be carried out 
by the course target groups and of the 
related skills and knowledge to be 
taught. 


Since the study a proposed curriculum 
of courses for the different 
reponsibility levels in the Office has 
been developed in response not only to 
our recommendation but also to the 
findings of an Audit Operations 
Branch Task Force on Knowledge and 
Skills Requirements for Auditors. 
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Survey of Deputy Ministers 
This 1987 survey was 

conducted to obtain Deputy 
- Ministers’ views on how the 
OAG presented their departments in 
the annual Report and to invite their 
comments on any other matters 
relating to the Office’s work. 


We asked: Did the chapter present a 
fair and balanced view of your 
organization? Did it display an 
understanding of the activities/ areas 
covered? Did we address matters you 
consider significant? Did we leave any 
out? Were our recommendations 
practical and cost effective? Can you 
suggest ways the audit could have 
been of more benefit to you? 


Five of the seven chapters were 
reviewed positively by the deputies; 
two were not. We take the deputies’ 
responses seriously. Continuing effort 
is being made to better our 
understanding of the audit entities, to 
maintain effective communication 
throughout the audit and to strive for 
the proper balance and tone in the 
chapters at their initial drafting. 


1988-89 Evaluation Initiative 
__ This year we will once again 
; _ ask Members of Parliament, 
including the Senate, 
ministers and their deputies, heads of 
Crown corporations and journalists 
about the work of the Office. As well, 
we will determine the desirability of 
the Office’s establishing liaison with 
other interest groups that share our 
program environment such as the legal 
and accounting professions, other 
legislative audit groups, universities 
and colleges, and economic, social and 
cultural research bodies in general. 


Post-Audit Quality Review (PAQR) 
Audit quality means: Auditing the 
right thing and auditing the thing 
right. 


Quality is easier to assess with well- 
established auditing standards and 
procedures. This is the case with the 
PAQR of the audits of the Accounts 
of Canada and of Crown corporations 
and separately reporting entities. The 
Canadian Institute of Chartered 
Accountants and our Office standards 
are satisfactory reference points for 
PAQR. Because of this we have been 
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able to establish a system to rate and 
monitor audit quality over time. 


Our examinations of this attest and 
authority work have consistently 
revealed compliance with generally 
accepted auditing standards and with 
those of the Office. 


The Belbeck report has prompted us 
to take a special look at the efficiency 
issues associated with attest audits in 
particular. We will also look at the 
extent of reliance on internal audit in 
developing audit opinions. 


Our criteria for reviewing VFM audits 
are the audit manual, various bulletins 
and audit guides. However, 
professional judgment plays a 
significant role, both in the audit 
activity itself and in the review of it. 
Since the existing VFM audit 
methodology material is not yet 
complete, is uneven in its quality, and 
is increasingly outdated, PAQR has 
reported serious inconsistencies across 
audits in how VFM issues are 
identified and addressed. 


Since 1983, PAQR has examined the 
issues of audit scope, the use of audit 
programs, the readability of chapters 
and the significance and validity of 
audit findings. Most recently we 
examined the progress made toward 
results-oriented auditing. 


Most results-based audits have certain 
characteristics: They addressed 
primary program objectives and not 
just secondary ones. They analyzed 
information on program results and 
assessed systems and controls only 
when necessary to account for results 
shortfalls, or when information on 
program results was unavailable. They 
determined the cause and effect of any 
deficiencies they identified in systems 
and controls and examined corrective 
actions taken by program 
management. 


The review of the comprehensive 
auditing manual now under way will 
consider fully PAQR’s past 
recommendations on the scope and 
conduct of departmental 
comprehensive audits. 


1988-89 Reviews—PAQR is now 
preparing for reviews of the Use of 
Audit Advisory Committees and 
Reliance on Internal Audit. 


| Use of Audit Advisory 
Committees 

Some issues to be addressed 
are: the continued relevance 
of existing policy and guidelines; the 
qualifications and size of committees; 
the conduct and the frequency of 
meetings; involvement of members as 
special advisers; the nature, value and 
use of advice sought and received from 
the committee; and the documentation 
of proceedings. 


Reliance on Internal Audit 
Here the issues are the extent 
to which audit costs have been 
reduced through reliance on 
internal audit or other departmental 
evaluations or reviews, whether 
impediments exist and what can be 
done about them, if departments have 
been given enough notice so internal 
audit staffs could plan their work with 
our reliance in mind. We also want to 
learn the internal audit staffs’ views on 
whether the OAG relies enough on 
their work and OAG staff views on the 
same subject. 


~ Internal Audits 
_ We borrow staff to carry out 
these assignments too. The 
major internal audit project 
has been the review of the 
Administrative Services Branch to 
assess the reasonableness of the 
nature, level and costs of services 
provided by the Branch. Only the 
Official Languages Group remains to 
be audited this year. 


Generally we found a high level of 
satisfaction with the services provided 
by the Branch. Further, the quality 
and costs of services provided 
compared favourably with those of 
similar organizations. We also 
reviewed contracting for professional 
services. We examined how the need 
for consulting services was determined 
and how individual consultants were 
engaged, managed, paid and 
evaluated. We found that over the 
years a significant improvement had 
occurred in the controls over 
contracting. 


We did identify a number of 
opportunities for further 
improvement. The Office should 
clearly communicate its contracting 
policy to senior staff throughout the 
Office to ensure that practices are 
consistent. Periodically we should 
assess which expertise it is cost 
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effective to maintain permanently and 
which should be contracted for 
specific short-term assignments. 
Consultants should be subject to the 
same direction, control and assessment 
as their permanent staff counterparts. 


A follow-up found that most of our 
recommendations had been acted on 
and the remainder were being 
reconsidered. 


yp The Value to the OAG of 

fee PEIA Work 

__ This is very difficult to assess 
objectively. Many of the 


And in the centre ring 
we have... 


PEIA reports generate extensive 
debate in the Office. I’m told that’s a 
good thing. 


Whether audit and management 
practices have improved cannot be 
assessed until follow-up PEIA projects 
are carried out. There is the sense 
though, that the Office exploits major 
opportunities for improvement 
wherever and however they arise. This 
happens gradually, without much 
fanfare and generally without it being 
obvious that anything is being “fixed.” 
It’s a question of “evolution” versus 
“revolution.” 


It’s probably time that we evaluated 
PEIA. We’re working on a method for 
doing this and would like to complete 
it in 1988-89. 


Measuring PEIA’s performance is one 
thing, ensuring it is another. The latter 
can best be accomplished by getting 
the very best professionals in the 
Office to take on post-audit quality 
review projects and even to consider 
career development assignments 
within the PEIA Group itself. 
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ADAPT 


A Success 
Story 


Auditing with Computers 


Computers are here to stay at the 
Office of the Auditor General. 
Opinions’ Associate Editor Marnie 
Johnstone and Mark O’Connor, the 
director responsible for audit software 
implementation, provide an update on 
the Audit Development in Automated 
Processing Technology (ADA PT) 
project in the following pages. They 
tell us how auditors are using 
computers to improve auditing, how 
microsupport systems are developing, 
and how the Computer Audit Group’s 
ADAPT project is managing the 
changeover. 


Staff at the OAG are so pleased with 
their new microcomputers and audit 
software that they can no longer 
imagine functioning without them. But 
it’s the ability to handle greater audit 
workloads without staff increases that 
management is quietly contemplating 
and celebrating. Add to this the 
benefits of the co-operative 
information sharing now possible in 
the Office, and you have a picture of 
the many objectives met by the 
ADAPT project team in the past year. 


“By 1990, when full implementation is 
expected, the results will be even 
clearer,” says Mark O’Connor, the 
director responsible for implementing 
ADAPT. A survey conducted by the 
Information Systems Steering 
Committee during November 1987 
showed that productivity and job 
satisfaction are improving in the 
Office as a result of computerization. 


Cathy Fairbairn, project leader, 
Central Agencies Audit Team, has 
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worked for three years with Office 
personal computers (PCs). At first 
there was only one microcomputer for 
the whole team of 12. Now all 
permanent employees on her team 
have their own computers although 
there is still some sharing with summer 
students. 


Cathy was one of the 71 percent of 
employees who said in the survey that 
they thought their audit work was 
more complete and accurate as a result 
of the new audit tools. She says much 
of the boring work of verifying and 
recalculating is eliminated, saving time 
and money and freeing her to pay 
closer attention to more significant 
problem areas. The 100 percent 
recalculation of interest on the Public 
Debt is an example of many hours of 
saved time. She also thinks her reports 
are better written because of the 
confidence gained in working with 
WordPerfect. Cathy finds the software 
easy to use, and employs a variety of 
“tools” depending on the nature of the 
audit. 


A Total Package 

“We are using various 

software on the Canada 

Deposit Insurance 
Corporation Special Examination this 
year,” says Cathy. “In the planning 
phase, we use Lotus 1-2-3 and 
WordPerfect. Storyboard is used for 
presentations to the Advisory Board 
and to management and for the Audit 
Committee. We plan to use Ful/text 
to check previous years’ annual 
Reports and [Chart to flowchart client 
systems. This audit requires many 
interviews to which I add my 
comments. I use WordPerfect for this 
work and, when I travel to the field, 
my laptop computer comes with me. It 
weighs 15 pounds (7 kg) and is quite 
portable.” 


Cathy’s supervisor reviews her audit 
plans on screen and always sees the 
latest version. A Lotus 1-2-3 schedule 
on the Network informs managers 
where staff are at any time, making 
planning and communication easier. 


“We use the Office electronic mail 
system OAG* MAIL to keep the home 
office up to date when we’re in the 
field,” Cathy says. “It avoids telephone 
tag and lets you pass on information 
which doesn’t need an immediate 
response. We also have a team address 
which means we can send messages to 


the whole team at once. Everybody is 
in the picture at the same time unlike 
the time when a circulating memo 
might not hit your desk for days.” 


Using the Local Area Network (LAN), 
Cathy can tap into AuditPro to tailor 
an audit program from steps used in 
other similar audits. She also uses 
AuditPro to organize WordPerfect 
and Lotus worksheets in her electronic 
audit file. AuditPro is used more and 
more by audit teams. 


Reporting 
When preparing reports, 
Cathy uses WordPerfect with 


IChart for flowcharting and 
organization charts. 


“Sometimes I call upon our secretary, 
Lyne Roy, who attended the 
apprentice microsupport course, to 
help prepare [Chart or Storyboard 
material. A good thing about [Chart is 
how easy it is to change. An entity 
may reorganize from one year to 
another. Instead of asking Graphics to 
prepare a new chart, we can simply 
revise the old one on screen.” 


For financial analysis Cathy relies on 
Lotus 1-2-3 applications she has 
developed. Its columnar format is 
ideal for this purpose. Her 
equalization payments Lotus model 
covering $6 billion saves significant 
annual audit costs. Her Principal has 
found that the Lotus models can be 
easily reviewed using the computer, 
even for such extensive assignments. 


Cathy was among the representatives 
from Group Six and the Computer 
Audit Group who illustrated their 
Groups’ use of IDEA and Storyboard 
software at the EDP presentations at 
the 1987 Commonwealth Conference 
of Auditors General. Ken Dye himself 
used the Storyboard flags, created by 
Johanne Blais, in his closing remarks. 


Pilot Testing 

Louise Bertrand, another 

Group Six auditor, started 

testing AuditPro in the spring 
of 1987. A member of the Central 
Agencies Team, she found it useful in 
a pilot test of the create/edit function 
on the House of Commons audit, and 
gave the development team 
suggestions for improvements from 
the user’s point of view. These were 
incorporated where possible, she says. 


This year Louise tested the execute 
function to create electronic working 
papers for the Parliamentary 
Restaurant and Cafeterias audit. 
Louise likes the software very much 
and is eager to use the new AuditPro 
file review section which will eliminate 
the need for a hardcopy file until the 
job is finished. And the new computer- 
produced audit files are numbering the 
days left for handwritten sheets with 
index tabs. 


Earlier this year, Louise made a 
presentation on AuditPro to the 
Canadian Institute of Chartered 
Accountants’ annual congress in 
Quebec City. Everyone was very 
impressed and wanted to know more 
about it. Auditors really find the 
menu-driven software excellent for 
their work. Louise has conducted 1.5- 
hour workshops on AuditPro and says 
people pick it up easily. It directly 
matches audit work with the audit step 
and it changes step and page numbers 


automatically for effortless audit 
updates. Since everything is 
typewritten, it eliminates the 
guesswork of trying to decipher 
handwritten comments. 


As members of Group Six, Cathy and 
Louise have spent many hours testing 
and developing programs as part of 
the testing conducted by the 
Technology Group. However, they say 
immediate results in saved time and 
improved reporting have made it 
worthwhile. 


Janet Jones, a manager with the 
Customs and Excise team, echoes 
other Group Six auditors in her praise 
for the software used with ADAPT. 
She is pleased with her accountability 
diagrams done with IChart. She also 
recalls helping a Canadian 
Comprehensive Auditing Foundation 
fellow do his presentation on 
Colombia with Storyboard software. 


A combination of Storyboard and 

slides were used. As the audience was 
guided from one city to another, each 
new city was highlighted on the map. 


Applying the Technology 

Janet participated in the Year- 

end Spending Study in which 

IDEA software was used to 
download and manage a government- 
wide sample of year-end payments. 
The responses to a survey of | 300 
audit programs were compiled and 
analyzed using IDEA. 


“Using Ful/text was fantastic,” says 
Janet. In order to prepare for recent 
Public Accounts Committee hearings, 
Janet searched through the past five 
years of the OAG annual Reports 
using Ful/text. Within minutes all 
relevant sections were identified. 
Imagine the time this would take 
manually, especially if the search 
required refinement. 


What’s in the Audit 
Briefcase? 


AuditPro 

Uses — Attest, comprehensive and 
VFM audit and special examinations 
Links — Lotus 1-2-3, WordPerfect, 
IChart 

With AuditPro the auditor can create 
electronic working files using audit 
programs. The auditor keys in steps 
and objectives, can refer to previous 
years’ PADs (pre-printed audit 
documentation), last year’s work and 
other audit entities’ programs which 
are stored on disk. Schedules from 
Lotus 1-2-3 and WordPerfect are 
automatically referenced when 
attached to the audit file. 


IChart 

Uses — Reports and presentations 
Links — Lotus 1-2-3, WordPerfect 
The auditor creates high-quality laser- 
printed charts and diagrams using 
standard template symbols and any- 
size texts. Unique is its ability to 
explode elements to see further charts 
or background text files. Revisions of 
previous charts are accomplished 
easily and clearly. 


Ful/text 

Uses — Research, preparation of 
reports requiring references 
Links — WordPerfect 


Text of frequently used documents 
and project reports is retained on disk 
for audit planning and reporting. The 
auditor no longer needs to conduct 
tedious searches through heavy 
manuals such as the Comprehensive 
Auditing Manual but gains instant 
access, through a powerful search 
capacity for words or phrases, and can 
copy electronically to a personal file 
whatever is required. 


PC Storyboard 

Uses — Presentations to audit 
committees, audit teams, clients and 
external teams 

Links — None 

Graphic material can be projected on 
large screen from computer screen. 
Includes graphics package and 
animation. 


IDEA 

Use — Direct examination of client 
financial and operating data 

Links — Various including 
WordPerfect, Lotus 1-2-3, G/L 
packages, Central Data Selection 
(CDS) 

Client records can be browsed, 
analyzed and sampled. Auditor can 
move data to and from other data 
packages or from the General Ledger 
of Canada through CDS. 

See also Spring 1988 Opinions article 
“Using IDEA.” 


CDS (Central Data Selection), 
EDPAUDITOR 

Uses — Mainframe computer data 
extraction 

Links — IDEA, Lotus 1-2-3 
EDPAUDITOR is used to query large 
volumes of data and CDS is specific to 
the General Ledger of Canada. CDS 
queries are built on the micro and sent 
to the mainframe. 


WordPerfect, Lotus 1-2-3 

Uses — Reports, notes, electronic 
mail, documentation 

Links — AuditPro, IChart, 
Storyboard, Ful/text, IDEA 
WordPerfect is a wordprocessing 
package adaptable to many programs. 
Lotus is an electronic worksheet. 


OAG*MAIL, OAGPOST 

Uses — Electronic mail, document 
stores forward, bulletin board 

Links — WordPerfect 

All members of the Office with 
modems can communicate with each 
other or transfer files and documents. 
OAG#* MAIL is used for short 
messages and memos, OAGPOST is 
used for longer documents and 
reports. 


Opinions 


The survey of Office staff showed that 
many people have found ways to 
perform audit steps faster using the 
ADAPT technology. Staff also 
overwhelmingly reported greater job 
satisfaction (80 percent), better staff 
morale (72 percent) and improved 
accuracy (77 percent). No wonder 
OAG staff can’t imagine working 
without their micros anymore. 


The ADAPT Team 


Inventors of the Electronic 
Auditor’s Briefcase 

Sitting in a darkened 
conference hall in deepest 
Silicon Valley, California one day this 
summer, Eric Anttila turned to 
Principal, Information Technology 
Group, Larry Duff and cried, “By 
George, I think we’ve got it.” (a la 
Henry Higgins). 


Eric had just realized that the office- 
of-the-future described in glowing 
terms by the lecturer was happening 
right now at the Office of the Auditor 
General thanks to Ken Dye’s vision 
and unfailing support of a thoroughly 
modern audit office and thanks to the 
ADAPT team’s years of innovative 
effort. 


Because the Office began the computer 
change-over relatively late in the 
evolution of computer science, the 
decision to go with personal 
microcomputers rather than a 
centralized system means the OAG is 
able to put staff at the helm of 
intelligent workstations with 
consolidated software packages to 
serve them. 


“We are dramatically ahead of many 
other offices in the sense that we are 
putting so much power in the hands of 
individuals,” says Director of 
Development Eric Anttila. 


The pundits’ future office includes a 
workstation on every desk—a reality 
for the participants of the ADAPT 
project. In fact most field auditors are 
now or will soon be in possession of 
laptop computers, putting them in the 
forefront of auditing technology. 
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Inventors of the Electronic Briefcase: (left to right) Mark O’Connor, Eric 
Teutsch, Tim Ranger, Crystal Pace, and Eric Anttila 


As implementation forges ahead in the 
Office of the Auditor General, 
Assistant Auditor General Doug 
Deeks’ Audit Group and David 
Marshall’s Group can breathe sighs of 
satisfaction—they secured the 
beachhead; now they can watch the 
troops storming the peninsula. 


The OAG had some special 
requirements. The result of looking for 
a way to audit computerized client 
data using a microcomputer was the 
IDEA software—Interactive Data 
Extraction for Auditors—now an 
established software tool for auditors 
worldwide. IDEA was the first big 


SUCCESS. 


ADAPT Project is Launched 
The new initiative, code- 

named ADAPT, approved by 
~ Executive Committee in 1985, 
is short for Audit Development in 
Automated Processing Technology. 
It’s well-named since the Office 
intended to take known technology 
and adapt it to the audit world. To 
launch the mission, these practical 
steps were put into action: 


— creating an Audit Systems Section, 
David Marshall’s team, consisting 
of people with EDP and audit 


experience to explore the 
possibilities; 


— designating a lead audit group to 
test the equipment and software in 
their work; 


— arranging to share information with 
two major accounting firms also 
developing computer solutions; 


— conducting a needs analysis in the 
Office to discover where automation 
could best be used; and 


— exploring and testing training 
methods. 


When the team looked at the audit 
automation possibilities at the 
beginning of the ADAPT project, they 
came to the following simple 
conclusion—microcomputers could 
make auditing a whole lot more fun 
and interesting if the menial tasks were 
removed or simplified. 


“Under Doug Deeks’ initiative we put 
together a crack team of audit systems 
development people, and set about 
developing the tools for what I call the 
electronic audit briefcase,” says Larry 
Duff. 


The Electronic Audit 

Briefcase Contents 

The basic principle in 

developing the audit briefcase 
was that the equipment should be easy 
for the auditor to use yet sophisticated 
enough for professional reporting. The 
Office already had a substantial 
investment in IBM products and 
wanted to maximize the audit 
productivity gains from this 
investment. See “What’s in the Audit 
Briefcase?” for software details. 


The electronic audit briefcase is 
organized and held together by 
AuditPro. The design was based on 
audit practice concepts and audit 
process models. Keys to its success are 
its user-driven design, new techniques 
in prototyping and, the most essential 
ingredient, a strong management will. 


Mark O’Connor and Crystal Pace 
helped identify the main components 
at the beginning of the project, 
analyzed the needs and tested 
available types of software. They spent 
a lot of time speaking to users inside 
and outside the Office and worked 
together with the programmers in 
drawing up the specifications for the 
system. 


Tim Ranger and Eric Teutsch 
discovered that you can’t take the 
drudgery out of auditing until you 
know how auditing works. The two 
programmer-analysts were assigned to 
develop and implement the prototype 
of AuditPro designed by Mark, 
Crystal (with Group Six input) and a 
consultant. Their job was to eliminate 
the piles of paper that accumulated 
during an audit while maintaining the 
high quality of auditing. During their 
research they watched auditors 
laboriously photocopying files, 
referencing file-names from one 
docket to another and page- 
numbering endlessly. 


The system they devised in a little over 
a year not only saves time but brings a 
greater consistency to the work done 
in the Office. The menu-driven 
program allows the auditor to create, 
edit, revise after review and execute an 
audit. At any point the auditor can 
have a printout in English or French. 


Louise Bertrand auditing at the House of Commons 


- 


Assistant Auditors General Doug Deeks and Dave Marshall 


Opinions 


9 


= 


Ps S 


Investment Corporation 


Tim says his major challenge was 
developing the “swapper” which 
allows AuditPro to drive other 
software packages as well. The 
“swapper” gives the auditor power to 
switch from AuditPro to WordPerfect 
to IChart to Lotus 1-2-3 with a single 
key-stroke while maintaining full 
storage space on the computer. 


Eric’s creativity made it possible for 
up to six people to review an audit 
program and file, make separate 
queries and responses, and track 
changes to the file during review. And 
audit objectives and steps can be 
borrowed from other similar audits. 


» LAN Communications 
_ The team also wanted a 
_ system that would allow for 
maximum sharing of 
information. With the spread of the 
LAN (Local Area Networks) in both 
the Jackson Building and 240 Sparks 
Street offices, huge data bases and a 
complete selection of software can 
now be easily accessed. As technology 
improves, the access to large data 
bases will also improve for field 
audits. Communication to and from 
the field is already much better 
through the LAN and the use of 
OAG*MAIL. 
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Cathy Fairbairn works with laptop computer at Canada Development 


Information data bases are growing all 
the time. For instance, the last five 
years’ annual Reports are now available 
on screen with Ful/text. Manuals such 
as the Treasury Board Manual, the 
Comprehensive Auditing Manual, and 
the Audit Guides, and also some 
legislation can be viewed. Past audit 
programs are also on call for reference 
and help in developing new audits. 
Assistant Auditor General Hector 
Millward’s group is creating authorities 
databases covering Treasury Board 
Minutes, Orders in Council and other 
relevant material. The better the base 
the more uses it will have. 


The Group Six participants continue to 
be enthusiasic about the audit briefcase, 
although it has involved many extra 
hours of training, testing and research 
on their part. Doug Deeks reports that 
in his area fewer people can now do the 
same amount of work and that savings 
in time and money have already offset 
time spent in research and 
development. 


Implementation— Audit 

Operations 

This autumn several more 

audit teams outside Group Six 
will be piloting AuditPro and IChart. 
The demand to use the new software on 
audits this year has been overwhelming. 
The Office’s biggest challenge will be to 
keep up with it. 


The use of the new software like 
AuditPro has already spilled over into 


at least two other teams. Wayne 
Cluskey, the Principal now working on 
the Environment audit, wanted to be 
sure his new team had the benefit of the 
new tools. His experience in Group Six 
convinced him that their use leads to 
better auditing. 


“Human judgment is still the most 
important factor in auditing,” says 
Wayne. “I wouldn’t want to see 
auditors relying on computers to such 
an extent that it becomes a matter of 
filling in the blanks. But the computers 
give auditors more time to think and 
evaluate by freeing them from some of 
the dull and routine tasks. They are 
now able to explore some of the ‘what 
ifs’ in an efficient manner. I think the 
PCs are speeding up the process of 
learning too, but technology can only 
be used at a pace people are willing to 
accept. In this sense I think the Office is 
on course and we can be proud of what 
we're doing.” 


Another way the automation process is 
being assisted is through the 
microsupport apprenticeship program. 
Some existing support staff are being 
trained in all the Office micro 
applications in a four-month 
apprenticeship program. Within two 
years every group in the Office will 
have the support of one or two 
graduates of this unique program to 
help when micro problems arise. 


As more and more Office staff gain 
access to equipment and start to use the 
ADAPT software, the implementation 
team, headed by Mark O’Connor will 
be promoting awareness of how and 
where to use the audit briefcase 
contents. Ike Prokaska, Principal, Staff 
Training Programs, plans to offer an 
EDP Update course like the 
Accounting and Auditing Update 
course. Other courses are being refined 
to include the new technology. Follow- 
up and advice will be given by the 
implementation team. 


That team will continue to develop 
databases. They will also improve 
present software packages and acquire 
new products as auditors’ needs are 
identified and the technology advances 
to meet them. 


As auditors use the new tools, audit 
methodology is changing; the 
Methodology Committee has taken a 
keen interest in the project and will be 
guiding it through the pilot stages this 


year to assess potential for expanded 
use of common databases and audit 
methodologies supported by 
technology. 


You Have to Have the Right 

Equipment in the Right Places 

By 1990, all field staff will have 

laptop computers (there are 
now more than 330 laptops in the 
Office). Because field teams often lack 
access to printers, at least one laser 
printer with the capacity to print charts 
will be assigned to each audit team. 
Scanning equipment is also in the not- 
too-distant future, according to Eric 
Anttila. “It is now possible to store and 
retrieve all documentation and to make 
it available for electronic retrieval.” 


The group is exploring various audit 
project management systems, an area of 
expressed interest to auditors. 


As Assistant Auditor General David 
Marshall, responsible for the project, 
said in 1985 when ADAPT was born: 
“A project of this nature does not really 
have a beginning and an end.” 


The implementation team realizes that 
theirs is an open-ended task with 
limitless possibilities. The OAG aims to 
maintain its progressive use of 
computer technology—in an adaptive 
way of course. 


Help Is at Hand 


The printer is jammed. Your tabs have 
gone haywire. The computer says _ 
“Fatal error,” and you’re thinking of 
evacuating the building. What to do? 
What to do? 


Call on a microsupport apprenticeship 
grad of course. (Definition: faster than 
a speeding bullet, more compassionate 
than Florence Nightingale, also known 
as one of your own friendly office 
support staff.) 


Technology is sometimes seen as a 
destroyer of jobs. But the OAG has 
taken a novel approach to this issue as 
it computerizes its audit and office 
functions. Support staff are still needed, 
but in new ways, and that’s where the 
four-month microsupport 
apprenticeship program kicks in. 


“Tt is true that the traditional memos 
and drafted material are rarely being 
sent to secretaries and wordprocessing 
centres any more,” says Director of 
Microsupport Systems, Janet Strome. 
“What we need now in the Office is 
help with the difficulties arising in the 
fast-paced world of computers.” 


Since October 1987, ten “facilitators” 

have graduated from the microsupport 
apprenticeship program, located in the 
Jackson Building, and returned to their 


A session of the microsupport development and apprenticeship program 


home offices. The apprentices are 
chosen from existing support staff who 
already have good WordPerfect skills 
and are talented in helping people. 
During their course, they learn all the 
software in use in the Office—Lotus 1- 
2-3, Ful/text, [Chart, IDEA, AuditPro, 
etc. and the associated printers; they 
observe the microsupport staff on their 
troubleshooting missions; and they 
practise, practise, practise. 


Among the benefits of the 
microsupport apprenticeship program 
are enhanced job opportunities for its 
graduates. As well, each group in the 
Office will be able to call on a nearby 
person as a first resource for computer- 
related problems, and the presence of 
the apprenticeship grads will permit the 
microsupport personnel to concentrate 
on more complex and general 
problems. 


“Some users have unrealistic 
expectations of the returning 
apprentice,” Janet Strome suggests. “In 
four months, one cannot become a 
master, nor do we ever expect or 
require the apprentices to have the 
same level of expertise as a computer 
specialist. We hope that they will 
provide a front line support function 
combining the knowledge of their audit 
group with the skills learned in the 
apprenticeship program to enable 
auditors to use computers effectively. 
The apprenticeship program is a critical 
part of the microsupport system.” 


Performance Audit in 
Cyprus— Correction 


A photo in the Summer 1988 edition of 
Opinions shows Theophilos A. 
Theophilou, Auditor General of the 
Republic of Cyprus introducing 
performance audit courses. The caption 
to the photo was incorrect. In the 
photo he is flanked by 
DouglasTimmins and Michael Ryan of 
our Office and observed by Andreas 
Skordis, Senior Principal, Spyros 
Christou, Deputy Auditor General, and 
an official of the training centre. We 
have S.K. Protopapas, Senior 
Principal, to thank for the fine photo. 
We regret any inconvenience our error 
may have caused. 
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_ Comprehensive 


Its Increasing Role in 
Federal Government 
Accounting 


By Robert R. Lalonde, Assistant 
Auditor General 


Robert R. Lalonde is responsible for 
the financial, comprehensive and 
legislative audits of Employment and 
Immigration Canada, the 
Unemployment Insurance Account, 
the Royal Canadian Mint and Crown 
corporations and departments relating 
to arts and culture as well as science 
and technology. In October 1987 he 
was awarded the title “Fellow, CGA,” 
the highest honorary distinction 
awarded at the national level by the 
CGA of Canada. He is a member of 
the CGA-Canada Auditing Standards 
Committee. In the following article, he 
traces the short history of 
comprehensive auditing—this new 
factor in the audit world which is 
rapidly becoming an indispensable 
tool in both public and private 
enterprise. This article was first 
published in the May 1988 edition of 
CGA Magazine, and is reproduced in 
Opinions with the kind permission of 
the author and CGA Magazine. 


Until the 1970s, most Canadians took 
for granted that Parliament effectively 
controlled the public purse. However, 
they learned at their expense that such 
confidence was not always justified. 
Modern parliamentary democracy 
does not necessarily provide assurance 
that public funds are being well 
administered. In 1976, J.J. Macdonell, 
Auditor General of Canada from 1973 
to 1980, stated: “I am deeply 
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concerned that Parliament—and 
indeed the government—has lost, or is 
close to losing, effective control over 
the public purse.” 


This statement surprised the public 
and raised concern. It led to a re- 
examination of the effectiveness of the 
controls Parliament exercised over 
public funds. In effect, it was the 
catalyst that brought about an 
expanded mandate for the Auditor 
General of Canada. It was evident that 
traditional auditing of the accounts of 
Canada was insufficient to assure 
Parliament that taxpayers were 
receiving value for money for the 
billions of dollars that were being 
spent. 


In 1977, a new Act increased the 
mandate of the Auditor General to 
include value-for-money auditing. 
Section 7 of the Auditor General Act 
calls for the Auditor General to report 
to Parliament if: 


— money has been expended without 
due regard to economy or efficiency; 
or 

— satisfactory procedures have not 
been established to measure and 
report the effectiveness of programs, 
if such procedures could 
appropriately and reasonably be 
implemented. 


Thus, public concern about 
accountability and the need for 
efficient and effective use of resources 
has resulted in a greater demand and 
use of the value-for-money component 
of comprehensive auditing. Budgetary 
constraints being applied in the public 
and semi-public sectors and the need 
to reduce federal and provincial 
deficits also add to its importance. 


Private enterprises and shareholders 
are seeking greater returns on their 
investments. This can be achieved 
through value-for-money auditing, 
which determines whether 
management has established systems, 
procedures and controls to ensure 
economic, efficient and effective use of 
their resources. 


Comprehensive auditing within the 
Office of the Auditor General (OAG) 
has three components: value-for- 
money, legislative, and financial attest 
audits. The value-for-money 
component is based on the concepts of 


economy, efficiency and effectiveness. 
Closely related to the “three Es” is the 
principle of accountability. 
Accountability is the obligation to 
answer for a responsibility that has 
been conferred. It presumes the 
existence of at least two parties: one 
that allocates responsibility and one 
that accepts it with the undertaking to 
report the manner in which that 
responsibility has been discharged. 


Comprehensive auditing is defined as 
an examination that provides an 
objective and constructive assessment 
of the extent to which: 


— financial, human and physical 
resources are managed with due 
regard to economy, efficiency and 
effectiveness; and 


— accountability relationships are 
reasonably served. 


It can be said that comprehensive 
auditing examines financial and 
management controls, including 
information systems and reporting 
practices, and recommends 
improvements where appropriate. The 
examination is directed at 
systematically reviewing and reporting 
on accountability relationships and on 
the supporting activities, systems and 
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controls employed by management in 
fulfilling its responsibilities. 


Comprehensive audit reports—on the 
soundness of key management and 
information systems and on the 
appropriateness of accountability 
mechanisms—have become important 
vehicles for informing Parliament 
about matters that may not have been 
disclosed otherwise. 


Bill C-24 

In June 1984, Bill C-24, an 

amendment to the Financial 

Administration Act, was 
passed by the House of Commons. It 
covered a range of matters relating to 
the control, direction and 
accountability of Crown corporations. 
More specifically, it reflected the 
concept of comprehensive auditing by 
causing: 


— special examinations to be carried 
out in corporations at least once 
every five years, placing reliance on 
the internal audit functions; 


— internal audits to be conducted, their 
scope to include systems and 
management practices which provide 
for economic, efficient and effective 
operation; 


— annual external audits to be 
performed in respect of the financial 
statements and certain quantitative 
information to be determined by the 
Treasury Board; 
and 


— audit committees to be established, 
with specific functions relative to 
internal and external audits and 
special examinations. 


Another important effect of this 
legislation is that it calls for an opinion 
in the report of a 


Government Accounting— Recent Developments 


Government accounting refers to the 
planning and budgetary process, 
financial controls, accounting 
principles and reporting on financial 
information of government bodies. 
Among the most important initiatives 
in the last 20 years for the 
Government of Canada are: 


— the creation of the Comptroller 
General’s Office and the increased 
role and responsibilities of senior 
financial officers; 


— the policy and expenditure 
management system (PEMS); 


— operational plan frameworks 
(OPF); 


— financial management information 
systems; 


~ improved disclosure and stated 
accounting policies; and 


financial reporting. 


Kenneth Dye, Auditor General of 
Canada, stated in his 1987 Report to 
Parliament: “Significant 
improvements have been made in 
financial controls since our 1974-76 


study. Financial management is still 
not satisfactory either on a 
government-wide basis or within most 
individual departments.” 


Briefly, the objectives of the new 
government planning and budgeting 
process are to relate policy planning 
to expenditure planning over a period 
of years and to reinforce the role and 
responsibility of ministers in the 
decision process. This is being 
accomplished by establishing an 
Operational Plan Framework in each 
department which identifies 
objectives, program elements, 
expected results, strategies, resources 
(financial and human), and the 
relationships between them. Thus, the 
process emphasizes the efficiency and 
cost effectiveness of operations with 
program objectives. It also provides 
detailed data for program evaluation 
in relation to anticipated results. 


Although many of these mechanisms 
are in place, there are still problems in 
linking them and in having 
information available for decision 
making, both so necessary for the 
economical, efficient and effective use 
of human and financial resources. 


comprehensive audit (or “special 
examination” as it is referred to in the 
Act). Such an opinion should state: 
“that there is a reasonable assurance 
that there are no significant deficiencies 
in the systems and practices examined.” 


Although the concept of comprehensive 
auditing has been defined and applied 
in the federal government, including 
Crown corporations, it can be applied 
in other sectors. Already it is practiced 
in five provincial governments, many 
municipalities, hospitals, school boards, 
and senior citizen centres, as well as in 
business enterprises. 


Internal audit functions, both in the 
public and private sectors, have applied 
the concept of comprehensive auditing. 
On the international scene, since 1980 
the Office of the Auditor General of 
Canada has welcomed approximately 
10 accountants each year from 
developing countries to gain experience 
in practising the concept. These 
individuals are sponsored by the 
Canadian International Development 
Agency Fellowship program, which is 
administered by the Canadian 
Comprehensive Auditing Foundation. 


Equally important, comprehensive 
auditing has been a catalyst for many 
government-wide initiatives to improve 
accountability and control over the 
public purse: 


— establishing the Office of the 
Comptroller General; 


— strengthening the internal audit 
function; 


— establishing and maintaining the 
program evaluation function; and 


— revising government spending 
estimates and introducing “Part IIIs,” 
which provide details on programs in 
terms of the results expected for the 
money spent. 


The CCAF 

On his retirement in 1980, the 
_ late Auditor General J.J. 

~ Macdonell was responsible for 
the creation of the Canadian 
Comprehensive Auditing Foundation 
(CCAF). Its purpose was “to 
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consolidate and expand the new public 
sector auditing initiatives . . . conduct 
training programs, disseminate 
information through publications, 
seminars and conferences, and to 
undertake fundamental and applied 
research in value-for-money auditing.” 
Through its development and training 
programs, seminars and annual 
conferences, the CCAF has pursued the 
advancement of comprehensive 
auditing. 


The Office of the Auditor General, the 
Certified General Accountants 
Association of Canada, the Canadian 
Institute of Chartered Accountants, 
and the Society of Certified 
Management Accountants have 
supported and promoted the 
development of comprehensive 
auditing. These organizations and their 
members have worked toward 


establishing value-for-money auditing 
standards as well as applying the 
concept of comprehensive auditing as a 
management tool. 


In late 1987, the CCAF published a 
report entitled “Effectiveness Reporting 
and Auditing in the Public Sector.” It 
proposes that management provide 
representations or assertions about 
effectiveness and deals with the 
auditor’s role in providing audit 
assurance about the integrity of those 
representations. This will have a 
significant impact on the conduct of 
future audits. 


The first decade of comprehensive 
auditing has seen methodology, 
practices and standards being 
developed to the point where today its 
concepts are largely accepted 
throughout Canada and 


internationally. The accountability 
notion is now built into the government 
environment. Managers in Crown 
corporations and government are being 
held accountable for their decisions, 
and the results of their operations are 
being reported to boards of directors 
and Parliament. This is not to say that 
the process is complete. Many barriers 
and technical challenges remain to be 
overcome. 


Comprehensive auditing is a new fact 
of life, and it will become an essential 
part of all private and public 
enterprises. Its development today has 
reached the point that the auditing 
profession reached some 75 years ago 
in regard to traditional financial 
auditing. Internal and external 
accountants and auditors are now, and 
will increasingly be in the future, 
involved with comprehensive auditing. 


Developing Guidelines for Government Accounting 


The accounts of the Government of 
Canada are not maintained in 
accordance with generally accepted 
accounting principles (GAAP); they 
are kept on a modified cash basis. To 
mention a few anomalies, accounts 
receivable are recorded in a memo 
account, fixed assets are recorded at a 
nominal amount of one dollar, and 
significant liabilities for statutory 
programs are not provided for. 


The Public Sector Accounting and 
Auditing Committee (PSAAC) of the 
Canadian Institute of Chartered 
Accountants is developing GAAP 
appropriate for Canadian 
governments. Public sector GAAP 
must provide objective and credible 
standards of good accounting and 
reporting practices that the 
government can use in preparing its 
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financial statements and against 
which auditors can examine the 
statements. 


For many years, Auditors General 
have been telling Parliament that, in 
the government’s summary financial 
statements, assets are overstated, 
liabilities understated and significant 
government operations excluded. 
Parliament and the federal 
government have expressed interest in 
making changes to the financial 
statements that would make them 
more useful and understandable. In 
the United States, the General 
Accounting Office has had similar 
concerns and objectives. 


In December 1983, Auditor General 
Kenneth Dye approached his 
American counterpart with the idea of 
a joint financial government reporting 
study, the emphasis in both countries 
to be on the needs of users. Identities 
of users ranged from members of 


Parliament or Congress to ordinary 
citizens, federal government planners, 
business managers and lenders. The 
study was carried out to identify what 
financial information these users 
needed from the government and to 
understand how the information was 
used. 


The study reports were issued in mid- 
1986, and the findings were used by 
the Office of the Auditor General as a 
basis for preparing a model annual 
financial report. A similar report was 
issued by the General Accounting 
Office in the United States. The study 
was well received by the two 
governments and internationally. As 
of 31 March 1987, the Canadian 
government had taken some corrective 
action based on the reports. 


The challenge now is for the 
government to respond by reporting 
more of its summary financial 
information in the form users require. 


The OAG Shares Its 
Experience in 
Comprehensive Auditing 


By Marion Smith, Project Leader, 
Professional Development and 
Practices 


Come to Spain... . 
The roses are exploding in the clear air 
high on the cliff overlooking the view 
of El Greco’s Toledo. 


Come to Spain.... 
Acres of blood-red poppies are 
nodding in the sunny fields outside 
Madrid. 


Come to Spain... . 
It’s May and any of the thousands of 
balconies in the capital are already 
laden with geraniums or ivy or even 
poinsettia. 


Come to Spain. 


Now that invitation would no doubt 
have brought us scrambling to answer. 
And all the promises would have been 
fulfilled and more. But the real 
invitation from the Spanish Tribunal 
de Cuentas took somewhat longer to 
evoke positive response. 


“Come to Spain. ... Tell us about 
your mandate and legislation. Come 
to Spain... . Share your history as the 
OAG has experimented with the 
concepts of ‘value for money’. Come 
to Spain. ... Let us in on ways you 
use computers to unravel the mysteries 
of government accountability. Come 
to Spain and let us see if the Canadian 
experience has any relevance for our 
Tribunal de Cuentas in 1988.” 


Ken Dye and Ed Rowe listen to the formal thanks of the Spanish officials at the 


closing ceremonies in the Tribunal’s court room 


The Canadian party, as guests of the Senate, had the opportunity to examine the 
Spanish Constitution 


The expedition that responded to this 
interesting and challenging invitation 
was headed by Deputy Auditor 
General Ed Rowe. His contact and 
discussions with Senor Ramon Mufioz 
of the Tribunal de Cuentas at 
international conferences and seminars 
in recent years culminated in some 
firm planning at the beginning of 1988 
for a week-long seminar to be held in 
May of this year. 


Manager Francis Savage, selected for 
his value-for-money (VFM) experience 
and his fluency in Spanish, was also 
on the team as was Computer Audit 
Principal Larry Duff. The Spanish are 
eager to know how we use computers 
in audit and requested a day of 
discussion on this topic. 
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Larry Duff waits for Francis Savage 
to convey a point in Spanish 


I pulled lecture and discussion 
materials together and generally co- 
ordinated the many people who 
contributed their efforts to the project. 


The dates, May 9-13, preceded the 
Berlin meeting of the Governing 
Board of INTOSAI the following 
week, so Auditor General Ken Dye 
could also be present for the closing 
day of the Madrid seminar before 
travelling on to Germany with Sefiores 
Rowe and Munoz. 


Ramon and his assistant José-Maria 
Marquez met us at the airport early 
Friday morning with what we came to 
recognize as characteristic Spanish 
enthusiasm and warmth. We needed 
their energy to get us through the first 
meeting scheduled for nine or ten that 
morning but which felt strangely like 
the middle of the night after a long 
flight and not much sleep. 


This meeting was to finalize the topics 
and permit publication of a firm 
agenda so that all the people who 
wanted to participate would be able to 
attend. The room size and informal 
format of the program required that 
we keep numbers down— “Please, no 
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more than 35 in the audience,” we 
asked. 


“But many more want to hear you,” 
they insisted; and finally more than 
100 people rotated through the 35 
seats over the five days of lectures and 
discussions. The smooth organization 
by José-Maria and his staff allowed us 
to maintain an atmosphere of 
informality and open dialogue without 
undue restriction on presenters or 
participants. 


The obvious interest shown by the 
many questions asked made presenting 
the topics a pleasure. Discussions 
continued into break times and after 
hours. Indeed, we heard that 
discussion carried on among the 
participants as they returned to their 
desks. 


“This is what we needed,” remarked 
Sr. Ramon Munoz, “a chance to move 
away from our day-to-day work and 
talk about where we are going. The 
Canadian experience gave us a way to 
talk about options without the 
constraints of our own situation.” 


We talked about our legislation, our 
mandate, our place within the 
Canadian parliamentary system. We 
looked at principles and practices of 
value-for-money auditing with several 


examples from our recent experience. 
The best exchanges were between 
auditors talking real cases. 


The Spanish and the two Portuguese 
delegates were in their element 
discussing Canadian fish with Francis 
who had worked on the Fisheries 
VFM audit. 


Excellent translation services enabled 
the computer enthusiasts to talk shop 
with Larry, who was handling Spanish 
pretty well by week’s end. Spanish, 
Portuguese, English and French all 
came into play during the week’s 
events. 


The Spanish Tribunal of Cuentas has 
a long tradition and history of 
legislative auditing. The relatively new 
mandate permitting consideration of 
value-for-money issues will bring with 
it new understanding about what 
auditing means in Spain.There will be 
a period of working out the practical 
terms of the expanded mandate just as 
there was in Canada. We hope the 
Canadian seminar will help with this 
process. 


And the next time someone says 
“Come to Spain,” we can guarantee 
the response will be swift and 
enthusiastic. 


Marion Smith and José-Maria Marquez (directly behind) watch the results of 


their work come together in the classroom 


Planning 
and 


Co-ordination 
Unit 


Charting the Course of the 
Office 


By Michael McLaughlin, Principal, 
and Eric Forgrave, Director, 
Operations Planning 


The Planning and Co-ordination Unit 
(PCU) is a support group for the 
Deputy Auditors General (DAGs), 
Assistant Auditors General (AAGs) 
and Principals of Audit Operations. 
The role of the Unit has evolved over 
the years, expanding and contracting 
as the situation warranted. The 
current mandate of the Unit is in the 
area of strategic, operational and 
human resource planning for the 
Audit Operations Branch (AOB), and 
co-ordination of the Branch 
administration. The Unit reports 
directly to the DAGs of Operations, 
Raymond Dubois and Larry Meyers. 


Unit Organization 

Our base complement of five 

staff is supplemented by 

borrowing people from Audit 
Operations as the need arises. Staff 
currently assigned to PCU are Mike 
McLaughlin, Principal; Eric Forgrave, 
Director, operational planning; 
Patricia Cousens, administrative 
officer; Louise Trudel, clerical 
support; and Michéle Larivieére 
assisting Mike McLaughlin in human 
resource management planning. 


Strategic Planning 

Strategic planning produces 

two documents each year, the 

“Environmental Assessment” 
and the “ Priorities for Improvement. 
In the first we identify the major 
opportunities and constraints facing 


” 


the Office in the foreseeable future. We 
look at current and future initiatives of 
the government, entities subject to 
audit, and professional organizations 
and their potential impact on the 
Office. We try to paint a picture of the 
environment we are working in. 


In “Priorities for Improvement” we 
outline the major opportunities for 
improvement in Audit Operations for 
the coming fiscal year and identify 
Branch-wide considerations for 
preparing audit group operational and 
multi-year plans. Not intended to be a 
comprehensive list of all the priorities 
of the Operations Branch nor specific 
audit groups, it is nevertheless the key 
document the DAGs of Audit 
Operations Branch use to outline their 
major thrusts for the upcoming year 
and review the progress of the Branch 
over the past year. 


Although this document is always 
evolving, the formal process to update 
the “Priorities for Improvement” 
begins with the senior management 
meeting in May of each year. We 
obtain input at the Principals’ 
Conference and other staff conferences 
throughout the year. Mike 
McLaughlin will draft the document 
which really belongs to Operations 
Branch DAGs Raymond Dubois and 
Larry Meyers. Through it they give 
guidance to the audit groups in 
establishing their next year and future 
year plans and address major 
management issues facing the Branch. 


Operational Planning 

The next step in the planning 
process involves defining 
audit priorities and the multi- 
year audit schedule. We must 
determine the resource requirements 
(financial and human) and 
organizational responsibilities to meet 
the priorities defined earlier. 


Each AAG group is responsible for 
developing and implementing their 
group plans. Our Group ensures these 
plans are consistent, and that inter- 
group and inter-branch issues are dealt 
with. We outline the requirements for 
the form and‘content of the 
operational plan in “Planning and 
Budgeting Guidelines.” 


We consolidate the individual group 
plans into the Branch plan, then 


analyze it to assist the DAGs in the 
budget challenge and review process. 
At the challenge and review sessions 
the Audit Operations DAGs meet with 
the AAG to review the AAG’s Group 
plan and the individual Principal’s 
detailed entity plans. This discussion 
gives us a start to determine the 
expectations and resource 
requirements for each of the audit 
groups. 


These meetings result in agreement on 
the multi-year audit schedule, key 
priorities and directions for the group. 
Resource requirements are targeted 
and expected staff utilization is 
identified. At the conclusion of the 
challenge and review sessions, the 
Audit Operations plan is summarized 
for the Executive Committee. 


This summary includes the multi-year 
audit plan, resource requirements to 
achieve the new annual plan and 
recommendations for change which 
consider the inter-group and human 
resource issues. The multi-year plan 
provides a schedule of group audits of 
the audit entities listing the value-for- 
money audits and special 
examinations completed, in process, 
and planned. The process allows Audit 
Operations DAGs to make final 
resource decisions which are reflected 
in the Priority Resource Allocation 
Management System exercise. 


' Monitoring 

_ Throughout the year Eric 
Forgrave and Patricia 
Cousens are actively 
monitoring and co-ordinating the 
agreed upon group plans. Determining 
budget requirements, forecasting 
spending patterns and monitoring 
person-year use allow us to advise the 
DAGs of unusual resource utilization 
patterns. We monitor person-year 
budgets and staffing actions to ensure 
the Branch stays within the overall 
levels set. 


Planning and Co-ordination advises 
individual AAGs of the implications 
of the various staffing actions on their 
budgets. We analyze monthly financial 
statements to determine variances 
from plans and discuss our 
observations with the AAGs and 
DAGs so resource adjustments can be 
made throughout the year to match 
the resources with the greatest needs. 
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Planning and Co-ordination Unit: (left to right) Patricia Cousens, Michéle 
Lariviére, Michael McLaughlin, Eric Forgrave, and Louise Trudel 


As human resources make up 85 
percent of the Office resources, 
assigning people to teams and the 
overall placement of people in the 
Office is most important. The Unit 
works closely with Personnel and 
Professional Development to attract, 
train and retain Audit Operations 
staff. 


Assignment planning means 
forecasting demand for personnel 
based on annual audit plans, multi- 
year plans and discussions with the 
individual group AAGs. Then we must 
consider the needs of Audit 
Operations staff and the Branch policy 
of rotating staff within a five-year 
cycle. Special requirements for 
auditors outside the Branch must also 
be considered; in particular, the 
Professional Development and 
Practices Group needs people with 
audit experience to work in training 
and methodology development and to 
support the Office’s international 
projects. The Unit co-ordinates these 
assignments to ensure that highly 
qualified people are chosen and that 
audit quality is not compromised. 


The Unit co-ordinates various 
activities related to human resource 
management such as the Co-op 
Student, Summer Student and Audit 
Trainee Programs. It also monitors 
these actions to ensure that 
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approaches being followed and 
messages sent to staff are consistent. 


We also act as a catalyst on human 
resource matters helping AAGs and 
Principals carry out their responsi- 
bilities with regard to staff. PCU 
focuses on the longer-term implications 
of the various resourcing proposals and 
acts as the corporate conscience, 
bringing issues to the attention of the 
AAGs and DAGs. As well, we assist 
Professional Development to identify 
the training needs of the staff, the 
timing of training and the amount of 
training. 


Although responsibility for career 
planning rests with individual 
employees, we do provide advice on 
career opportunities within and 
outside the Office. Individuals usually 
consult with their home-base Principal 
first. However, they often want a 
broader perspective. We can advise 
them on Office-wide opportunities and 
expectations and can also make the 
initial contacts with other groups that 
may interest the individual involved. 


In summary, PCU assists the DAGs in 
their strategic planning, helps the 
senior managers of Operations in 
preparing and co-ordinating their 
annual plans, and participates in 
career counselling in the Office. It also 
acts as the Branch communications 
link by organizing meetings and 
disseminating Branch policy. 


Speech 


Highlights 


Unification of the 
Accounting Profession 


Discussions about unification of the 
accounting profession in Canada have 
gone back and forth for several 
seasons now. Another round in the 
debate took place recently when 
Auditor General of Canada Kenneth 
Dye, FCA, addressed the National 
Capital Region Chartered 
Accountants in the Public Sector in 
May. He also gave a speech on the 
same subject at the June Canada-CGA 
Annual Conference in Montreal. 
Opinions presents the highlights of his 
speech. 


Many of you will know that I am on 
record as stressing the importance of 
having professional accountants and 
auditors throughout government. You 
have an essential role in the financial 
management and control of the public 
purse. So I am very pleased to be here. 
However, it’s not about that aspect of 
things that I want to speak today. 


Instead, I want to talk about another 
subject that has been in the news 
recently; and which, sooner or later, is 
destined to affect us all as Canadian 
Chartered Accountants. I am, of 
course, speaking of the possible 
unification of the accounting 
profession in Canada. 


Both British Columbia and Quebec 
have recently developed proposals that 
would see the merging of some or all 
of the accounting bodies in those two 
provinces. And although both 
proposals are presently stalled, the 
issue is one that is not about to go 
away. 


| am in favour of the rationalization of 
the accounting profession in Canada. | 
believe that unification will strengthen 
our profession, will help us deal with 
many challenges confronting us, and 
will, most importantly, allow us to 
best employ our special skills, 
knowledge and expertise in the service 
of our fellow citizens. 


My interest in bringing Canada’s 
professional accountants together is 
not new. Thirteen years ago | 
represented the Institute of Chartered 
Accountants of British Columbia on a 
task force that almost achieved a 
merger of the three accounting bodies 
in B.C. Nine years ago, when I was 
President of the B.C. Institute, I 
continued to advocate the 
rationalization of the profession. 


My position on the issue has not 
changed. Speaking today, with the 
perspective of being in the National 
Capital and holding a position that 
gives me an overview of all the 
financial challenges facing Canadians, 
I believe even more strongly that 
unification makes sense. 


I don’t today wish to get into the 
actual details of the British Columbia 
or Quebec merger proposals. Instead, 
I'd like to spell out some of the 
advantages in rationalization. But I 
also think that there is a preliminary 
thing to be said; and I emphasize it 
because I haven’t seen it given any 
great prominence in the current 
discussions surrounding merger. 


It is that professionals in Canada— 
and that applies not only to ourselves 
but also to lawyers, doctors, engineers 
and others—too often believe that we 
have a kind of God-given right to 
decide our own affairs, including such 
things as these proposed provincial 
mergers. And, of course, that is not so. 
We have been granted the privilege of 
self-government of our profession. 
And, at the same time, we have been 
given the responsibility of serving our 
fellow-citizens in our chosen field. 


That privilege and that responsibility 
have been conferred on us by 
provincial legislatures. But what a 
legislature has conferred it can also 
modify or take away. That reality is 
particularly relevant to any talk of 
merger, and can cut two ways. 


On one hand, the climate of public 
and political opinion is against any 
kind of monopoly—in business and 
the professions. What I am saying is 
that the window of opportunity for 
what could be a creative and far- 
sighted rationalization of Canada’s 
accounting profession may not be as 
open to us as we might like to think. 


On the other hand, we should also 
recognize that a province could act in 
a different way. The provincial 
government could, for example, say to 
the three accounting bodies in Quebec 
that it continues to believe in the 
rationalization of the profession. And 
[it could] then proceed to impose a 
unified structure that is far less 
generous to CAs than is the proposal 
now on hold. 


There are some of our own members 
who—now that the votes in British 
Columbia and Quebec have been 
postponed—would like to think that 
the whole issue of merger is dead. My 
own instinct is that this is an issue that 
is not about to go away. And that if 
we in the accounting profession fail to 
act, then, at least in some parts of 
Canada, we may find the decision 
made for us. 


Let me spell out what I see as the most 
important gains to be achieved by a 
rationalization of our profession: 


I believe that a merger, eventually 
involving the whole country, will give 
accountancy a higher profile and a 
greater presence in Canada. 


We should not underestimate the 
confusion that having three— 
sometimes feuding—accounting bodies 
causes among the public, and even 
among members of the financial 
community. 


I recognize there could be a risk that 
the high profile enjoyed by chartered 
accountancy could be diluted by a 
merger that failed to stress the highest 
standards for entry and professional 
conduct. But a merger based on the 
lowest common denominator of each 
of our organizations has no chance of 
being put forward in any of our 
provinces. 


Building on the strengths of each of 
our three bodies, I am convinced that 
the overall gain of having a single, 
unified professional accounting 
designation far outweighs any risk. 


An immediate gain would be that we 
would have more resources, both of 
people and money, to do important 

things. 


Our three organizations, nationally 
and provincially, could stop frittering 
away time and money in promoting 
their images over against one another. 
They could devote those resources to, 
say, research and standard setting. 
These have always been 
responsibilities of great importance to 
Canadian CAs. In recent years, both 
the CMAs and the CGAs have put 
more emphasis on research. It’s 
common sense to fully combine these 
endeavours; especially when there has 
been some recent public criticism of 
the slowness of CICA’s standard- 
setting procedures. 


There are important gains to be made 
by rationalization in the whole 
educational process as it impacts on 
the accounting profession. 


When one looks at the universities of 
Canada with their law schools, their 
engineering faculties, and their many- 
dimensioned medical schools, one 
cannot help feeling that accountancy 
at the academic level has been very 
much the poor relation among the 
professions. And yet—by any 
measure—Canada, both in its public 
and private sectors, desperately needs 
our knowledge and skills. I’m sure that 
a unified profession would have more 
clout with our universities, and three 
things could flow from that: 


— First, it could have an impact on 
research. A profession’s relevance 
and continued growth needs that 
infrastructure, that dimension of 
depth. 


— Second, it’s important to stress 
again that a coming together of our 
three bodies must not dilute the 
rigorous standards of entry that 
CAs have become accustomed to. 
Those standards must apply to all 
who seek to become full members of 
a merged accountancy profession. 


However, there is also a need in the 
accounting and auditing world for 
individuals who do not wish to 
become managers, or partners in a 
firm. My own view of the 
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educational process in a merged 
profession has always included the 
concept of developing accounting 
and audit technicians who could 
graduate at that level, rather than 
going the whole route and achieving 
a professional accounting 
designation. 


— Third, more resources for 
accountancy at the academic level 
could eventually put an end to the 
educational jungle that now faces 
many university graduates who wish 
to go forward to the Uniform Final 
Examination. If one has not 
graduated with a Bachelor of 
Commerce or something closely 
akin to it, our profession sometimes 
seems to be intent on making it as 
difficult as possible to become a 
CA; with the result that even the 
major firms find it easier to recruit 
students who are third-rate 
BComms rather than look for first- 
rate minds from other disciplines. 


With the baby boom over, and a 
projected shortfall of entrants to all 
the professions, it’s essential that we 
broaden the base of where we seek 
new entrants to our profession. And 
our profession needs those first-rate 
individuals with other university 
backgrounds. 


A related area where a merger will 
undoubtedly open doors is in the 
matter of training in other 
environments than a public-practice 
office. 


There were good reasons in days gone 
by to insist that CAs should be trained 
in an accounting firm. But in today’s 
world the body of knowledge and the 
scope of the accounting function have 
broadened to a point where it’s 
impossible for accountants to be 
experts in everything. We all have to 
become specialists, and the decision 
must be made at an increasingly early 
moment in the young accountant’s 
career. 


It makes sense for that career to have 
its beginning in an industry or 
government setting, if that’s where the 
practitioner intends to specialize, 
rather than in a public accounting 
firm. It is argued that the risk is that 
an individual could miss out on some 
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dimensions of what it means to be a 
professional. As a person who works 
in a public sector environment where 
we do train students for designations 
in all three accounting bodies, I rate 
those risks as minimal. 


Rationalization would open the door 
to defining and recognizing specialist 
skills. 


Specialization is, of course, a fact of 
life for today’s CAs. What we have 
lacked is any consensus on how 
specialization should be recognized 
and how the claim to specialized 
knowledge or expertise can be 
determined. While we CAs have been 
marking time on the issue, the CPAs 
in the States have pressed forward to 
recognize specialist designations. 


The sheer size of a merged profession 
in Canada, together with the 
particular specialist skills that 
accountants will bring into a single 
association, will re-emphasize the need 


to designate specialists in specific areas 


of accounting and auditing, which 
will, without question in my view, 
benefit the client community we serve. 


International accounting activities, 
where Canada is an acknowledged 
leader, will undoubtedly benefit from 
a joining of forces of our three 
organizations. 


I needn’t go into detail because, in 
fact, all three are already represented 
in the major international forums. But 
a lot of time and effort have been 
wasted in quarrels over that 
representation; and there has been a 
very real risk that accountants from 


other countries might have to be called 


on to referee our internal squabbles 
over who should represent Canada. 
All that would be past history if we 
had a single, rationalized profession. 


The final advantage I would like 
briefly to address is of a more 
philosophical kind. 


It’s not so long ago that accountants, 
even Chartered Accountants, were 
thought of as not much more than 
glorified bookkeepers. That’s all 
changed. Accountants are now 
recognized as key players throughout 
the private and public sectors. As a 


profession, we have also been 
diversifying. Auditing may still be our 
most traditional function; and remains 
a core activity. But CAs, CMAs and 
CGAs are now offering their services 
in areas undreamed-of by our 
predecessors in the profession. 


A changing marketplace, the 
internationalization of finance, the 
complexities of tax laws, the 
revolutionary advances in 
computerization, the advent of the 
information age, are all factors in 
bringing about these rapid changes in 
the accounting profession. 


Some observers in our profession are 
worried about these changes. One of 
their arguments against specialization 
is that if we designate these areas of 
special expertise we will fragment the 
profession. Individuals will no longer 
be thought of primarily as 
accountants, but as tax specialists, 
financial advisers, comprehensive 
auditors, information systems 
designers, etc. 


But what others in our profession see 
as a problem, I see as an opportunity. 
As once our profession broke away 
from that Dickensian image of quill 
pens, black-bound ledgers and 
eyeshades, so I believe that at this 
moment we are seeing another leap 
forward, with professional 
accountants destined to play an 
increasingly important role in every 
segment of our society and its 
activities. 


So I say: Let’s broaden the disciplines 
from which we seek practitioners. 
Let’s diversify the settings in which 
people can become professional 
accountants. Let’s deepen our 
knowledge and encourage 
specialization. Let us maintain and 
build on that reputation we have 
rightly gained, nationally and 
internationally, for competence, 
professionalism and integrity—with all 
that those qualities mean in terms of 
ethical standards and disciplinary 
processes. And let us begin by drawing 
together under one umbrella all the 
experience and skills we possess as 
Canada’s professional accountants— 
CAs, CGAs, CMAs—in one 
association. 


Together we can achieve things we 
never shall while we remain divided. 


Farewell © 


Henry 


In Memoriam— 
Henry S. de Souza 


Henry de Souza, a senior principal 
with the OAG, died suddenly on 8 
August 1988. Henry was a graduate of 
the University of Karachi, a Fellow of 
the Institute of Chartered Accountants 
in England and Wales and a member 
of the Institute of Chartered 
Accountants of Ontario. He came to 
the Office from Price Waterhouse for 
whom he had worked both in Canada 
and Iran. 


His extensive audit responsibilities at 
the OAG have included the Canada 
Post Corporation, the Canada 
Development Investment Corporation, 
the Export Development Corporation, 
and major comprehensive audits in the 
Department of Agriculture. He had 
just completed the audits of the Food 
Production and Inspection Branch 
and the Canadian Forestry Service, to 
be included in the 1988 Report. Henry 
was most active in his profession; he 
was incoming President of the Ottawa 
Chartered Accountants Association 


and a past President of the Financial 
Management Institute of Canada. 
Outside the Office, he was involved in 
Catholic Church activities and was a 
keen cricketer. 


In a memo to all staff announcing 
Henry’s death, Deputy Auditor 
General Ed R. Rowe wrote that 
“Henry’s energy, enthusiasm, 
intelligence, dedication, and ability to 
work with people are a great loss to 
the Office. And we will all deeply miss 
him for his warmth, his sense of 
humour and, above all, his generosity 
of spirit and his gift of friendship.” 


And concluding his moving eulogy at 
the Funeral Mass for Henry de Souza, 
Auditor General Kenneth Dye spoke 
of working for seven years with “a 
cheerful, bright, fearless, and 
confident colleague. He was in a rare 
class. I have known very few chartered 
accountants in my experience who 
could play in Henry’s league.” 


Recent Professional 
Development and Practices 
Publications 


By Yvonne Joly, 
Publications Co-ordinator 


The Professional Development and 
Practices Group recently published 
two discussion papers. Government 
Program Delivery Mechanisms by 
Tom M. Koplyay and Arnold 
Tennenhouse, was released in May. 
The authors argue for a more 
complete approach to value-for-money 
auditing by including all government 
initiatives pertinent to a given 
budgetary program in all surveys. 
Examples of these other initiatives are 
regulatory, tax incentive and Crown 
corporation activities. 


The Management of Information 
Resources: A New Audit Scope Area 
by Cornelius F. Burk was released in 
June. Dr. Burk, a leading authority in 
the field, brings to the attention of 
auditors the importance of 
information resource management 
(IRM) as a new scope area for value- 
for-money auditing. 


The discussion paper series serves two 
main purposes: to stimulate thought, 
research and discussion on important 
aspects of the work of the Office; and 
to help the Office maintain a 
leadership role in developing 
comprehensive auditing. The views 
expressed in the discussion papers are 
those of the authors. 


A copy of these new papers and a 
listing of all discussion papers can be 
obtained from Yvonne Joly, at (613) 
995-3766, ext. 6209 or by writing to 
the following address: 


Office of the Auditor General 

Professional Development and 
Practices Group 

Publications Co-ordinator 

240 Sparks Street 

11th Floor West Tower 

Ottawa, Ontario 

K1A 0G6 
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K 
Don Young 


Don Young, Assistant Auditor 
General responsible for the western 
region, was recently elected Secretary 
and Second Vice-President of the 
Institute of Chartered Accountants of 
British Columbia. 


Don’s active involvement with the 
Institute began in 1979, when he was 
first elected to the Council for the 
Institute; that year the Institute’s 
President was Ken Dye. He continued 
to serve on the Council until he joined 
the Office in Ottawa in January 1982, 
on the Executive Interchange Program 
from MacMillan Bloedel Ltd., where 
he had been Director of their Internal 
Audit Department. 


While in Ottawa, Don served as 
Principal, Environment and Consumer 
and Corporate Affairs audit team, 
producing Chapters in the 1983, 1984 
and 1985 Reports. In 1984, he joined 
the Office on a full-time basis and 
relocated to Vancouver in August, 
1985 to assume responsibility for the 
Vancouver and Edmonton offices. In 
1987, he was promoted to Assistant 
Auditor General. His responsibilities 
expanded to include the Winnipeg and 
Regina offices; the four offices 
comprise the Western Audit Group. 
Don’s objective is to make the western 
regional offices a more integral part of 
the overall audit activities and 
responsibilities of the Office. 
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Richard B. Fadden 


Dick Fadden joined the Office as a 
Principal on 2 May 1988 and has 
initially been assigned to the Crown 
Corporations Group. 


Before joining the OAG, Dick was 
Director of Policy in the Security and 
Intelligence Secretariat, Privy Council 
Office, where he was responsible for a 
group which monitored the policy and 
operations of a half-dozen 
departments and agencies with 
security and intelligence 
responsibilities. 


Dick has an Honours BA (Political 
Science) from McGill University and 
an LLL from the Université de 
Montréal. He is also a member of the 
Quebec Bar. During and after 
university, Dick served as a Naval 
Reserve Officer, spending one year as 
administration and finance officer to 
the National Defence College. 


Within the Office, Dick will assist in 
the review of the implementation of 
Part XII of the Financial 
Administration Act and work on 
special projects which will take 
advantage of his legal skills and policy 
development background. One of 
these will be an assessment of the 
impact on the Office of the Canada- 
U.S. Free Trade Agreement. 


Dick is married to Patricia Smith and 
their first child, a daughter, was born 
only one month before Dick joined the 
Office. 


Wm. F. (Bill) Radburn 


Bill Radburn, the Assistant Auditor 
General responsible for the Crown 
Corporations Group, was recently 
elected to the Council of the Ontario 
Institute of Chartered Accountants. 
He and his Group are directly 
involved in carrying out annual audits 
and special examinations in a number 
of major Crown corporations, in 
monitoring the implementation of the 
audit provisions of the amended 
Financial Administration Act, and in 
methodology development relating to 
special examinations. 


Bill takes part in a variety of 
professional activities, including 
speaking at conferences and writing 
articles. He has been a member of the 
Ottawa CA Association and has 
served as the Ontario Institute’s 
representative on the Interprovincial 
Board of Examiners. Since 1984, he 
has served as a member of the 
Canadian Institute of Chartered 
Accountants’ Public Sector 
Accounting and Auditing Committee 
and is currently Chairman of its 
Central Section. 


As an Institute member engaged in the 
public sector, Bill thinks it is 
important to participate in 
professional activities, not only to 
keep abreast of developments but also 
to help ensure continued good liaison 
between those in the public and 
private sectors. He feels privileged to 
have been elected to Council and 
looks forward to the coming year. 
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The plan was for this edition of Opinions to present 
highlights of my 1988 annual Report. But the federal 
election has delayed the tabling of the Report in the 
House of Commons. As I write these words in mid- 
October, I do not know whether my Report will appear 
before Christmas, or be further postponed into the New 
Year. 


However, I can tell you that an important chapter in the 
Report is a study of well-performing organizations. The 
idea behind the study is that there are government 
organizations that out-perform the rest in providing 
services; and that by examining them, we hope to 
identify qualities that can be adopted by other 
departments and agencies of government. 


You will have to read the chapter in the annual Report 
to find out what we discovered. However, I am 
sufficiently encouraged by the results to ask the same 
small team to take a deeper look at those intangible 
qualities that generate excellence in an organization: 
shared values; good morale; high ethics; leadership; and 
commitment. 


There will be those who say that these are strange 
waters for the Auditor General to be dipping into. Buta 
continuing role of the Office of the Auditor General since 
Confederation has been to assist in making the 
machinery of government run more smoothly and 


effectively. In these ever more complex days, the value- 
for-money work of the Auditor General can no longer be 
confined to looking at systems and numbers; though this 
kind of audit will, of course, continue to be of great 
importance. 


But, in both the private and public sectors, we are 
increasingly realizing that the things that separate the 
excellent organization from the mediocre are the so- 
called intangibles: a sense of mission; the ability to work 
as a team; high ethical standards; effective informal 
communication; and a professional attitude at all levels. 


To be relevant, our audits must be able to identify these 
qualities, or their absence, in the entities we examine. If 
that means a yet broader scope of audit, so be it. 
Comprehensive auditing is a young art; we have not yet 
tested its full potential. Our task is to have the 
imagination to develop the skills and methodology for 
the full range of auditing our times demand. 


Kenneth M. Dye, F.C.A. 


FMCS Il and the Public 
Accounts Committee 


By Eliane Gaudet, Assistant 
Parliamentary Liaison Officer 


Improving Financial 
Management in the Public 
Service 


The results of the OAG’s second 
Financial Management and Control 
Study were published in the 1987 
annual Report to the House of 
Commons. FMCS II was designed to 
evaluate the impact of a decade of 
government-sponsored initiatives on 
the overall adequacy of financial 
management and control pratices at 
the federal level. In this article, 
Eliane Gaudet, Assistant 
Parliamentary Liaison Officer, 
describes the series of hearings held 
by the Public Accounts Committee to 
examine the major FMCS issues. 


In 1975, the Auditor General of 
Canada told the House of Commons 
that the government was close to 
losing control of the public purse. 
That resounding statement 
summarized the major findings of 
the first Financial Management and 
Control Study (FMCS), a 
government-wide project 
undertaken by the Office of the 
Auditor General of Canada (OAG). 
In the years following that 
watershed report, the federal 
government committed significant 
effort and resources to improving 
financial management and control. 


2 Opinions 


In 1985, 10 years after that first 
FMCS report became public, the 
Auditor General of Canada asked 
his Audit Operations Branch to 
revisit, in a broad-based audit, the 
now familiar theme of financial 
management and control. FMCS II 
was designed to evaluate the impact 
of a decade of government-sponsored 
initiatives on the overall adequacy 
of financial management and 
control practices at the federal level. 


When the results of the OAG’s 
second Financial Management and 
Control Study were published in the 
1987 annual Report to the House of 
Commons, Auditor General Ken 
Dye underlined that, although 
improvements had been noted, the 
most recent FMCS findings were of 
no less significance than those put 
forward in 1975 by his predecessor, 
Jim Macdonell. 


The House of Commons Standing 
Committee on Public Accounts 
(PAC) also acknowledged the 
importance of the observations and 
recommendations of the second 
FMCS project. It undertook, in the 
winter and spring of 1988, a major 
series of hearings to examine the 
main FMCS issues raised in 
Chapter 4, which contained the 
results of the government-wide 
FMCS audit, and in six of the eight 
departmental chapters where audit 
teams reported on FMCS as well as 
on comprehensive auditing work. 


Well supported by its Committee 
Clerk and two Research Officers, 
the Public Accounts Committee 
decided to approach the complex and 
far-reaching FMCS topic with 
careful planning, methodical 
research and extensive liaison with 
all the parties that would be 
involved in the 1988 hearing 
process. The Committee established 
a five-month hearing schedule that 
included 12 public hearings as well 
as numerous in-camera preparation 
and report writing meetings. It 
provided all witnesses with hearing 
dates and deadlines for the 
submission of documents to the 
Committee, and began working 


through the FMCS issues at a brisk 
pace. 


FMCS and the Central 
Agencies 
The first two FMCS 


hearings, held in February, 
dealt with issues that were common 
to most of the departments 
examined. Auditor General Ken 
Dye, former Assistant Auditor 
General Suzanne Labarge, 
Assistant Auditor General Len 
McGimpsey and FMCS Principal 
Ike Prokaska represented the O0AG 
at the witness table. The PAC had 
also invited Gérard Veilleux, 
Secretary to the Treasury Board, 
and Andrew Macdonald, then 
Acting Comptroller General of 
Canada, to the hearing, as 
spokespersons for the federal 
central agencies. 


Auditor General Ken Dye launched 
the series of hearings with an 
opening statement that summarized 
key FMCS findings. He reiterated 
the Study’s conclusion that, 
although significant improvements 
had been made in financial controls 
since the initial FMCS report, 
financial management was still far 
from satisfactory. 


The Auditor General told members 
of the Public Accounts Committee 
that managers in both departments 
and central agencies needed to 
ensure that good financial 
information was developed, that 
operations were carried out with 
due regard for economy, efficiency 
and effectiveness, and that 
information and mechanisms for 
financial accountability existed and 
were being used. 


Although the Treasury Board 
Secretariat (TBS) and the Office of 
the Comptroller General of Canada 
(OCG) had not provided formal 
responses for inclusion in the 
Auditor General’s Report, the 
representatives from these two 
central agencies did not hesitate, 
when at the witness table, to concur 
with and support the overall FMCS 
conclusions. 


witness table. 


TB Secretary Gérard Veilleux 
explained that Treasury Board had 
already undertaken some major 
initiatives that addressed many of 
the concerns raised by the Auditor 
General. These included the 
Increased Ministerial Authority 
and Accountability initiative 
(IMAA), which gives ministers and 
departmental managers the 
authority and flexibility, in an 
environment of limited resources, to 
deliver government programs and 
priorities effectively, efficiently and 
economically. In return, Treasury 
Board expects an enhanced and 
clearer accountability, based on 
performance against agreed-upon 
expectations or results. 


PAC Chairman Aideen Nicholson 
indicated to all witnesses that a 
review of the Increased Ministerial 
Authority and Accountability 
initiative and of the central 
agencies’ respective roles in its 
development was indeed at the 
forefront of her Committee’s 
objectives for the FMCS hearings. 
The accountability mechanisms 
upon which IMAA is founded, the 
readiness of most departments to 
sign a Memorandum of 
Understanding with Treasury 
Board, the role of the financial 


Assistant Auditor General Len McGimpsey representing the OAG at the 


officers within the departmental 
decision-making process, and the 
challenges linked to delegating an 
increasing amount of 
responsibilities to individual 
departments were among the issues 
explored by the PAC members 
during the first two FMCS hearings. 


The Public Accounts Committee 
then turned its attention to the 
departmental-level FMCS findings, 
as reported in the chapters on the 
departments of Supply and Services, 
Transport, National Health and 
Welfare, Energy, Mines and 
Resources, Revenue Canada - 
Customs and Excise, and 
Employment and Immigration. 


Supply and Services 

The first two hearings in 

this departmental series, 

held on 1 and 3 March 1988, 
focussed on Supply and Services. 
Audit Principal Ed Khalil joined 
Ken Dye and Len McGimpsey, who 
represented the OAG throughout 
the FMCS hearings, at the witness 
table. Deputy Minister Georgina 
Wyman was the Department’s main 
spokesperson. 


In her introduction, PAC Chairman 
Aideen Nicholson pointed out her 


Committee’s interest in discussing 
the product costs of DSS services, 
the need for good internal challenge 
mechanisms within the Department 
and areas where cost savings could 
be achieved. 


These PAC concerns paralleled 
those set out in the Auditor 
General’s opening statement which 
specified that DSS’s pay product 
was two and a half to three times 
more expensive than that of the two 
provincial governments reviewed 
for comparison. DSS could reduce 
this $46 million combined annual 
cost gap by improving automation, 
productivity in clerical operations, 
cost accounting systems and 
performance measurement systems. 


The DSS Deputy Minister argued 
that the complexity of the federal 
public service’s pay and 
superannuation products, the need 
to balance productivity and service 
to Canadians, and limited resources 
hindered the Department’s progress 
in these areas. She nevertheless 
provided the Committee with a list 
of eight projects designed to improve 
departmental efficiency. 


When PAC members expressed 
astonishment at the lack ofa 
specific timetable for these 
initiatives and at the speed at which 
the Department was implementing 
these new measures or attempting 
to improve existing programs, the 
Deputy Minister eventually tied 
most of the new projects to a series 
of milestones and timeframes. 


Transport 

Witnesses at the 8 March 

hearing on the Department 

of Transport included 
Shahid Minto, the OAG Principal 
responsible for that audit, and V.N. 
Malizia, Transport’s Assistant 
Deputy Minister, Finance. PAC 
members supported the Auditor 
General’s concern over the 
Department’s lack of financial tools, 
such as cost information and 
performance indicators, by a steady 


and concerted flow of questions. 
They sought explanations for 
schedule slippage in the 
implementation of major initiatives, 
for the Department’s lack of action 
on previous audit findings — some 
dating back to 1968 - and for a 
departmental commitment to 
implement a cost accounting system 
within an unrealistically short time 
period. 


Transport representatives were 
questioned at length on the 
Department’s surrender, to the two 
national railways, of an option to 
purchase for $1 equipment valued at 
$37 million without determining 
the market value of the equipment, 
performing an appropriate analysis 
of options and obtaining a 
commitment on the work to be done 
in exchange for the option, valued at 
$16.7 million. The PAC also looked 
at the low cost-recovery figures for 
seven of the nine national airports, 
a line of questioning that prompted 
the Auditor General to reaffirm the 
Department’s need for an 
appropriate cost accounting system, 
and at the cost information and 
targets to be used by Transport as it 
reduces its net expenditures by $1.2 
billion over a six-year period. 


National Health and 

Welfare 

Deputy Minister Maureen 

Law and OAG Principal 
Bonnie Miller were among the key 
witnesses to answer PAC questions 
at the 29 March hearing on the 
Department of National Health and 
Welfare FMCS component and 
comprehensive audit. In their 
introductory comments, both PAC 
Chairman Aideen Nicholson and 
Auditor General Ken Dye expressed 
concern over the Department’s need 
for adequate planning, information 
and evaluation systems in some of 
its major programs, such as the 
Indian and Northern Health 
Services, and Fitness Canada. 
Complete and timely cost 
information, improved review 
mechanisms in the drug regulation 
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program, and performance 
measures and productivity 
improvements in the Canada 
Pension Plan and Old Age Security 
programs were other concerns. 


The major issues reviewed during 
the two-hour hearing included an 
examination of accountability 
mechanisms between Fitness 
Canada and the arm’s-length 
entities to which this NHW branch 
distributes 40 percent of its 
contribution funds; the lack of 
departmental evaluation of this 
program and its overall value for 
money; the up to $40 million a year 
health care costs that should be 
borne by the provinces instead of by 
the Indian and Northern Health 
Services; the delays and backlogs in 
processing drug submissions; and 
the delays in processing 
applications under the Canada 
Pension Disability Plan. 


Energy, Mines and 
Resources 

Ken Dye and Len 
McGimpsey were supported 
by Principal Bill Woodley during 
the 14 April PAC hearing on the 
Energy, Mines and Resources 
chapter. Deputy Minister Arthur 
Kroeger was the Department’s main 
spokesman. In her opening 
comments, Chairman Aideen 
Nicholson summarized some of the 
key findings of the 1987 chapter in 
listing the Committee’s proposed 
lines of questioning. What steps is 
the Department taking to provide 
managers with adequate financial 
and operational information? How 
is the Department improving its 
Part III? What is the role of EMR’s 
senior financial officer? Is the 
Department using information 
technology in an effective, efficient 
and economic manner? 


In his opening comments to the 
Committee, the Auditor General 
told PAC members that he had 
established three objectives for the 
EMR hearing: improvements in 
planning, in defining results and 
initiatives at the corporate level and 
in monitoring achievements; 
corporate-level review of ongoing 


The DSS team, standing: Bruce Sloan, 
Frank Cotroneo, John Dunning, 

Joyce Ku; seated: Cathy McIntosh, Ed 
Khalil, David Willey. 


Shahid Minto, Principal responsible 
for Transport. 


Principal Bonnie Miller appeared at 
the hearing on National Health and 
Welfare. 


Energy, Mines and Resources Principal 
Bill Woodley. 
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Assistant Auditor General Doug Deeks 
and Director Jamie Hood attended the 
Revenue Canada-Customs and Excise 

hearing. 


CEIC Principals Gilles St-Hilaire and 
Maria Barrados 


operations and new initiatives; and 
the Department’s commitment to 
address the 1987 Report’s 
recommendations within specified 
target dates. 


In his opening statement, the EMR 
Deputy Minister promised the 
Committee that his department 
would actively pursue the AG’s 
recommendations in the current 
fiscal year. It had, in fact, begun to 
implement several new initiatives, 
including a department-wide 
management review program anda 
new Strategic planning system. 
During the hearing, he highlighted 
several other departmental projects 
that were designed to correct major 
weaknesses, including an 
accountability accord process 
between the Deputy Minister and 
the senior officials reporting to him, 
a new financial management 
system, an in-depth study of the 
Surveys and Mapping Branch, and 
improvements to the Part III. 


Revenue Canada - 
Customs and Excise 
Assistant Auditor General 


Doug Deeks and Customs 
and Excise Deputy Minister Louis 
Huneault were among the nine 
departmental and central agency 
witnesses who attended the 28 April 
hearing on the Revenue Canada - 
Customs and Excise chapter. Since 
the Department was the first to 
negotiate a Memorandum of 
Understanding with Treasury 
Board, the IMAA process was one of 
the topics examined during the 
hearing. 


In his opening statement, the 
Auditor General had pointed out 
that, during its negotiation process 
with Treasury Board, the 
Department had not sufficiently 
improved its Operational Plan 
Framework, which forms the basis 
for the entire IMAA exercise. The 
Department replied that it was 
reviewing, jointly with Treasury 
Board, ways of improving results 
and linkage statements, and of 
identifying appropriate 
performance indicators for program 
effectiveness. 


In response to questions by the PAC 
Chairman, the Customs and Excise 
Deputy Minister listed greater 
flexibility in human resource 
management, the authority to 
transfer funds from one vote to 
another on a fiscal year by fiscal 
year basis, and the possibility of 
implementing a cost-recovery 
program as the key IMAA 
advantages within his department. 
However, most of the questions 
directed to the departmental 
witnesses examined Customs and 
Excise’s role in administering, 
monitoring, evaluating and 
reporting remission orders. The line 
of questioning eventually addressed 
the use of remission orders 
government-wide. The central 
agencies were asked to account for 
their role in the management of this 
form of tax expenditure. 


A new tax evaluation unit in the 
Department of Finance, a new semi- 
annual report on new remission 
orders, the publication of all 
remission orders in the Canada 
Gazette, the tabling in the House of 
all remission orders above $20 
million, and new reporting 
requirements for all departments 
were among the improvements 
enumerated by the representatives 
of the Department of Finance and 
the Office of the Comptroller 
General as they explained to the 
Public Accounts Committee how 
central agencies had responded to 
the Auditor General’s 1986 and 
1987 recommendations. 


Canada Employment and 

Immigration Commission 

The last PAC hearing on the 

Auditor General’s Financial 
Management and Control Study, 
held on 5 May 1988, addressed the 
findings of Chapter 14 of the 1987 
annual Report. Gaétan Lussier, 
then Chairman and Deputy 
Minister of the Canada 
Employment and Immigration 
Commission, was the chief witness 
for that department. Principals 
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Maria Barrados and Gilles St- 
Hilaire joined the OAG’s core FMCS 
team at the witness table. 


In addition to the FMCS findings, 
Chapter 14 reported on the 
comprehensive audit of a new 
labour market initiative, the 
Canadian Jobs Strategy. The 
Auditor General had shown, in his 
1987 Report, that no formal 
financial analysis had been carried 
out by CEIC when it selected the 
Jobs Strategy programs and options, 
and that the Department also had 
not compared the recommended 
programs with alternatives. 


PAC members asked the 
Department to explain why such 
analyses could not be found in the 
departmental files. CEIC witnesses 
stated that the Department had 
relied on the extensive experience it 
had accumulated over the years 
with a broad range of alternatives, 
that it closely monitored foreign 
labour market policies and 
programs, that Jobs Strategy 
choices were not guided only by the 
lowest unit cost and that detailed 
analyses were not the prime 
ingredient in the framework of 
government decisions. 


Departmental witnesses were also 
queried about objectives that were 
too broad and not sufficiently 
precise to serve as a basis for 
allocating resources, measuring 
performance and ensuring 
accountability; budget allocation 
based on historical levels of funding; 
the need to streamline forms, 
procedures and authorities; and the 
need to monitor the training 
provided by traditional training 
institutions such as colleges. 


Thirteenth Report of the 

PAC to the House of 

Commons 

The Standing Committee on 
Public Accounts tabled its FMCS 
report at the end of June 1988. 
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Based on the evidence received from 
the central agencies and the six 
departments that appeared before 
it, the Committee had selected four 
of the predominant FMCS issues for 
further commentary in its 
Thirteenth Report to the House: 
financial accountability; systems 
development; the role of the 
financial function; and efficiency, 
productivity and cost savings. The 
Report linked 10 recommendations 
to these four areas and requested a 
government response within 150 
days. 


The first issue commented on in the 
Report — financial accountability — 
addressed three aspects of financial 
management in the federal 
government: IMAA agreements, the 
adequacy of cost information, and 
information for Parliament. 


Although the Committee 
recommended that Treasury Board, 
departments and agencies continue 
the IMAA process, it proposed that 
all parties ensure, before reaching 
an agreement, that objectives and 
results are clearly identified and 
that resources are linked to results. 
The PAC also requested that the 
Office of the Comptroller General 
report to the Committee on its 
progress in improving cost 
information in departments and co- 
ordinate improvements to the 1989- 
90 departmental Part IIIs. 


Referring to financial systems 
management as a "disaster", the 
PAC’s Thirteenth Report contained 
four sets of corrective measures to 
improve the development processes, 
costs and management techniques 
related to computerized financial 
systems. It also recommended that, 
to improve cost-benefit analysis and 
the reporting of costs, the senior 
financial officer become an integral 
part of the decision-making process 
government-wide. The last PAC 
recommendation on FMCS 
encouraged the design and 
implementation of productivity 
measurement plans by all 
departments and agencies. 


Annual Report of the 
PAC to the House of 

Commons 

In its second annual report 
to the House of Commons, tabled at 
the end of July 1988, the Standing 
Committee on Public Accounts 
reiterated the financial 
management concerns it had 
expressed in its FMCS report. In its 
annual Report to the House, the 
Committee told Members of 
Parliament, once again, that policy 
decisions were being taken without 
good information on costs and 
without full knowledge of the 
implications of these decisions, and 
that taxpayers could not be assured 
that public service operations were 
being carried out with due regard 
for economy, efficiency and 
effectiveness. 


Conclusion 

Even with the evident 
success of the 1988 PAC 
hearings on FMCS and the 
concomitant efforts by departments 
and central agencies to implement 
or improve financial management 
systems and mechanisms, the 
Auditor General of Canada believes 
that two components of sound 
financial management still require 
attention: the development of good 
financial information and the 
appointment of qualified financial 
officers to departmental 
management teams. 


The Auditor General pointed out 
that the Public Accounts 
Committee’s persistent and 
exacting examination of the most 
consequential FMCS issues and its 
thorough report to the House of 
Commons were an important first 
step toward government-wide 
corrective measures. Ken Dye also 
noted that the PAC and its staff had 
succeeded in bringing significant 
financial management issues to the 
attention of all parliamentarians 
and alerting them to the urgency of 
the situation. He added that their 
concerted effort in seeking 
improvements to existing financial 
management processes was 
noteworthy. 


Senate 


Report 


Interview with Ken Dye 
on the Senate’s Report 
on Comprehensive 
Auditing 


On 15 March 1988, the Standing 
Senate Committee on National 
Finance published the report of its 
hearings on comprehensive 
auditing. John Zegers, Principal, 
Reports and Communications, asked 
Auditor General Ken Dye to voice his 
thoughts on the Senate Committee 
Hearings and its Report. 


John Zegers: The Standing Senate 
Committee on National Finance 
issued its Report on Comprehensive 
Auditing earlier this year. What is 
your general impression of the 
Report? 


Ken Dye: I think the Senate has 
done us a favour. They are the first 
parliamentary body to look at our 
comprehensive auditing mandate in 
the 1980’s. Having said that, there 
were some discussions by the Public 
Accounts Committee (PAC) in 1979 
or 1980, just before I became 
Auditor General, about the 
approach to comprehensive-type 
auditing, especially the value-for- 
money component which the 
Committee endorsed. But in my 
term as Auditor General, this is the 
first time there has been a focus on 
the kind of service we are providing 
to Parliament. I found it very useful 
not only to get the reaction from the 
Senate, but also to have to put our 
minds around the issue. I also 
would like to have an updated 
reaction from the Commons — 


through discussions with the PAC - 

on some of the issues that have been 
raised by the Senators before we run 
too far with the Senate Report itself. 


John Zegers: What do you feel is 
the value of the Report? 


Reporting on 
performance as a whole 
has merit. 


Ken Dye: The thing that will 
persist, from our point of view, will 
be the Senators’ opinion that we are 
being a bit structured, artificial and 
narrow in our interpretation of 
value for money as economy, 
efficiency and effectiveness. The 
most significant message I received 
from the Senate Report was that 
reporting on performance as a whole 
has merit as contrasted to 
separating the individual 
components of economy, efficiency 
and effectiveness. I think the 
Senators have said to us «paint with 
a broader brush». 


John Zegers: Does this require 
some immediate action on our part? 


Ken Dye: I think so. We can’t be 
appropriately responsive if we don’t 
take the views of the Senate 
seriously and analyse them. SoI 
have asked that we look into the 
Report and develop a preliminary 
strategy. We have done some other 
things in response. There was a 
recommendation about increasing 
the breadth of my advice. Although 
I think we have been well served by 
the Panel of Senior Advisers and by 
the Independent Advisory 
Committee (IAC), one Senator was 
particularly concerned about biases 
in regard to effectiveness, and in 
response we have broadened the 
nature of the advice we get by hiring 
a very senior and now retired public 
servant, David Kirkwood, to assist 
us on our Independent Advisory 
Committee. I put him on the IAC 
because it meets more often, and Ill 
get more advice from him at these 


meetings than at the annual 
meeting of the Panel. 


John Zegers: You have just 
mentioned one Senator’s concern 
about biases regarding 
effectiveness. Were other concerns 
about biases raised in the Report? 


Ken Dye: One Senator also referred 
to Judge Rosalie Abella’s study on 
employment equity. She was 
concerned that our audit criteria 
show an accountant’s bias —- too 
much of a bean-counter mentality — 
and do not take sufficiently into 
account social criteria, and the 
trade-offs that must be made. 


John Zegers: What other issues did 
the Report raise? 


Ken Dye: Quite a few. As you know, 
the Canadian Comprehensive 
Auditing Foundation (CCAF) 
recently published a study on 
effectiveness reporting which could 
significantly alter the nature of 
reporting by auditors on value-for- 
money issues. Their concept is to 
have assertions, or in their terms, 
representations, by management 
that present the activities of their 
organization. The auditor will come 
along and say «yes, these assertions 
present fairly the activities of the 
organization, or present them fairly 
except in the following situation...» 
There is some appeal to that 
concept; the problem with it is that 
it may not work. 


John Zegers: How do you react to 
the concept? 


Ken Dye: I think it has a better 
chance in Crown corporations than 
it will have in departments and 
agencies. Crown corporations are 
not quite as political. Their missions 
are more focussed with fewer 
conflicts. And they probably have 
better performance measures that 
might allow them to take a hard 
look at the whole approach when we 
are doing special examinations. 
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The Senate concluded that we 
should perhaps move to reporting on 
management assertions, but always 
have the option of the direct style of 
reporting which we do now. They 
call for random or periodic use of the 
new approach. I think the reality 
will be that our present direct 
reporting will continue for years to 
come for government departments 
and agencies, but assertions may 
become the vogue for Crown 
corporation special examinations 
sooner. 


They concluded that our 
mandate is appropriate. 


The Senators talked about mandate, 
and I think they concluded that our 
mandate is appropriate, although 
my impression was that one of the 
witnesses, Professor Sutherland, 
would like to narrow the mandate. I 
don’t think the Senate agreed with 
her; I think it is comfortable with 
the existing mandate. 


They endorsed periodic reporting. 
Now that’s something I have been 
trying to get for seven years. They 
have re-endorsed it. I’m pleased 
about that. 


John Zegers: The Senate hearings 
also raised the question of whether 
we are touching on policy matters. 
How do you react to the Committee’s 
comments in this regard? 
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Ken Dye: I thought they were fair. 
It’s a matter of judgment. That 
judgment, because of the nature of 
our legislation, is my judgment, my 
responsibility. But I think the 
Committee dealt with it quite 
adroitly. It’s a difficult matter and I 
think they agree, and I agree with 
them, that the lines are blurred and 
one must be careful never to step 
over the line. But the line 
sometimes moves. 


John Zegers: Were you 
particularly encouraged by any part 
of the Report? 


Ken Dye: With my CCAF hat on, 
I’m encouraged. You know I’m Vice- 
Chairman of the CCAF, and I think 
it was probably good for them in 
that it’s an endorsation of their 
view. On the other hand, with my 
Auditor General hat on, I don’t 
know if management can produce 
what the Committee and CCAF 
think is possible. It hasn’t been done 
before. We are doing a study in the 
Office on assertions, and at the 
moment what we have in front of us 
doesn’t lead us to believe that these 
assertions are auditable. It’s very 
hard to do. 


They endorsed periodic 
reporting. 


ens 


Auditor General Ken Dye discusses the Senate’s Report with Principal 


John Zegers: What steps are you 
taking, and having the Office take, 
related to the Report? 


Ken Dye: As I said, we put David 
Kirkwood, a retired senior public 
servant, on our Independent 
Advisory Committee. We have 
studied the Report and are looking 
at a strategy of broadening our 
definition of value for money with 
respect to what the three Es — 
economy, efficiency, effectiveness — 
mean. Do we have to define 
everything in terms of the three Es, 
or should we broaden out? I have 
asked people to look at - and I don’t 
know the answer to this one — the 
implications of changing our 
wording from «value for money» to 
«performance». I don’t know what 
the snags are in doing that. It would 
be a very significant change. 


John Zegers: Do you have 
anything you want to add about the 
Report itself or your reaction to it? 


Ken Dye: It’s a good thing for us to 
be accountable and to have our 
mandate reviewed, and I think it 
probably should be done every five 
years or so. We ran 10 years before 
it was reviewed. It’s valuable for our 
Office to sit down and think about 
the issues. And it’s good for us to 
articulate them, and confront the 
problems. So it is a worthwhile 
exercise. 


Free Trade 


The Canada-U.S.A. Free 
Trade Agreement and 
the Office of the Auditor 
General 


By Richard Fadden, Principal 


Dick Fadden is working on an 
assessment of the impact on the 
Office of the Canada-U.S.A. Free 
Trade Agreement (FTA). He put 
together this article for Opinions as 
an introduction to some possible 
ramifications for auditors dealing 
with departments which may be 
changing in response to new 
requirements. He doesn’t consider 
himself an expert on the FTA, but he 
is ready to say that it would make an 
already complex and difficult 
government environment even more 
demanding. Whether or not the FTA 
goes into effect, it provides a good 
example of how a government policy 
requires planning and reflection at 
the OAG. 


Note that references to the FTA’s 
implementing legislation refer to 
that which was introduced and 
passed by the House of Commons 
before the 33rd Parliament was 
dissolved. Any implementing 
legislation introduced in the next 
Parliament may not necessarily be 
the same. 


The reality of over $175 billion in 
Canada-U.S.A. cross-border trade in 
goods and services readily explains 
why the Canada-U.S.A. Free Trade 
Agreement has generated a great 
deal of general interest in 


Parliament, the media and the 
business and labour communities. 
Why the FTA is of interest to the 
Office of the Auditor General may 
not, at first glance, be quite so 
evident. An explanation of why 
Canada’s legislative auditor is both 
interested in, and will be affected 
by, the FTA is the main aim of this 
article. Of course, in order to 
accomplish the foregoing the main 
elements of the Agreement must be 
described and understood and that 
description will make up the larger 
part of this article. 


Before embarking upon the above, 
one further point must be made: the 
article will focus on the 
consequences of the FTA upon the 
Government of Canada and its 
various parts. In other words, we 
will focus upon the effect of the FTA 
on the entities the Auditor General 
is charged to audit and report upon. 
It perhaps goes without saying that 
this article will not address the 
broad political or economic issues 
raised by the FTA - these are for 
other publications. 


What Is the FTA? 
Fundamentally, the 
Agreement aims to 


eliminate all barriers to 
trade in goods and services between 
Canada and the United States. In 
reality, itis a practical compromise 
between the interests of two nations 
that sets out the basic rule of 
national treatment for the trade in 
goods and establishes such 
treatment as the future goal for 
services. As is the case with most 
complex agreements, this one will 
allow for numerous exceptions, 
some of which will be highlighted 
below. The first step to 
understanding the agreement 
therefore is to grasp the concept of 
national treatment. 


National Treatment - 
Treat Your Neighbor as 
You Treat Yourself 
National treatment in trade 
means that the nations party to the 
agreement (i.e. Canada and the 


United States) can independently 


set their own trade rules as long as 
they treat the goods and services of 
the other party in the same way as 
they treat their own. How each 
country regulates its trade with 
third parties is a function of 
international trade law, its treaties, 
politics, etc. but not of the FTA. 
This point is important because it 
will require various parts of the 
public services of both countries to 
maintain parallel systems to deal, 
on the one hand, with Canada- 
U.S.A. trade and, on the other, with 
trade with other countries. 


It perhaps bears emphasizing that 
national treatment is at the core of 
the distinction between a free trade 
agreement and a customs or 
economic union. The latter requires 
that all members set up common 
rules for trading with all third party 
countries. Put simply, the FTA is 
the specific and detailed application 
of the national treatment rule to the 
trade in goods and services between 
Canada and the United States. 


Cross-Border Trade 

From the perspective of a 

businessman seeking to 

market, sell, and service his 
goods and services in another 
country, the number of real and 
potential barriers, impediments and 
general slowdowns is only limited 
by the imagination. The goal of the 
FTA is to reduce, and where 
possible, eliminate, as many of these 
barriers as possible. 


Generally speaking, such barriers 
are grouped into two categories: 
tariff and non-tariff. The former are 
relatively easy to describe and to 
deal with. A tariff is a tax levied on 
goods that are transported from one 
country or customs union to another 
which has the effect of raising the 
prices of imported goods. This 
makes them less competitive with 
goods produced within the 
importing country. 


Non-tariff barriers, on the other 
hand, can include any measure that, 
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in practical terms, makes doing 
business in another country more 
difficult or expensive. Examples 
include health or safety regulations, 
customs fees, import-export 
restrictions. Dealing with such 
barriers can be difficult because 
their intent may not necessarily be 
to impede trade but rather to protect 
a legitimate national interest. For 
example, animal health standards 
can certainly be a barrier to trade 
but they can also be quite legitimate 
protection measures. It readily will 
be appreciated that dealing with 
changes to non-tariff barriers will 
be a difficult and complex 
administrative and political 
challenge. 


FTA - Trade in Goods 

The FTA’s bottom line in 
dealing with tariffs on goods 
is their elimination within 


10 years of the coming into force of 
the agreement. Because of the 
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practical need to minimize 
disruptions in those industries 
currently protected by tariffs, the 
FTA creates three broad categories 
of goods with separate schedules for 
reaching the goal of zero tariff. 
Thus, some products (e.g. leather, 
whiskey, computers) will be 
declared duty free at the time the 
agreement comes into force. A 
second category (e.g. paints, 
furniture, most machinery) will be 
subject to five annual cuts of 20 
percent. The final category (e.g. 
textiles, steel, most agricultural 
products) will be subject to 10 
annual tariff cuts of 10 percent. 
Within the above three categories, 
various exceptions will render 
customs administration even more 
complex than it might be with the 
three schedules. 


A further complicating factor, anda 
key element of the FTA, will be the 

requirement to apply rules of origin 
to all goods purporting to fall under 
the FTA regime. In other words, the 


Dick, could you 
brieFly summarize 
urhat The FTA will mean 
~ forthe Oice 4 


Agreement applies to goods that 
originate in Canada and the United 
States. Thus, an Italian dress 
imported into the U.S.A. and 
purchased by a Canadian visitor to 
New York will simply not fall under 
the terms of the FTA, and the 
returning Canadian will have to 
pay the regular duty assessed on 
foreign dresses brought into 
Canada. The rules of origin will 
require considerable effort on the 
part of customs staff because the 
"origin" concept is a difficult one 
involving changes or additions to 
the basic product once it is imported 
into the territory of one or the other 
of the FTA partners. 


The FTA chapter on goods also 
prohibits new duty waivers and 
prohibits quantitative import or 
export restrictions. This is also the 
chapter which allows Canada to 
retain its agricultural marketing 
system, maintains the Auto Pact 
and sets up a special regime for 
alcoholic beverages. 


The provisions relating to alcoholic 
beverages illustrate the use of 
“grandfathering" in the Agreement. 
Thus,"discriminating" measures 
now in effect to protect distilled 
spirits may be retained but any new 
measures must comply with the 
national treatment standard. Here 
again, administration of the FTA 
will be very complicated and 
officials will eventually be required 
to maintain two sets of rules based 
on fundamentally conflicting 
principles: the discriminatory old 
rules and any new rules subject to 
the non-discriminatory national 
treatment standard. These two sets 
of rules, of course, will themselves 
be one of two sets of rules - FTA and 
other. To put not too fine a point 
upon it, the administration of this 
chapter will require involved public 
servants to operate in a much more 
difficult and complex environment 
which, moreover, will be subject toa 
great deal more outside review than 
is currently the case. 


Government 
Procurement 
In this area, the two 


governments agreed to 
lower the threshold for national 
treatment from $238,000 to $33,000 
for the goods purchased by most of 
the regular departments of the two 
Federal Governments. In Canada, 
the Departments of Transport, 
National Defence and Fisheries and 
Oceans are excluded. A further 
complicating factor here is the 
requirement for bid procedures to be 
transparent and for any disputed 
procurement decisions to be 
reviewed by a bid challenge 
procedure with an impartial 
reviewing authority. 


The two governments dealt with the 
question of government 
procurement by making the 
relevant General Agreement on 
Tariffs and Trade (GATT) 
provisions part of the FTA and then 
simply lowered the threshold for 
national treatment. This approach 
underlines the overall importance of 
the GATT to the Agreement. 
Indeed, the Agreement states that 
the resulting free-trade area is 


a 


created pursuant to the relevant 
article of the GATT. To understand 
and implement the FTA, recourse 
must be had to the GATT. 


The lowering of the national 
treatment threshold and the putting 
into place of the Procurement 
Review Board provisions of the 
implementing legislation will have 
a major impact on the government’s 
principal purchasing agent, the 
Department of Supply and Services. 
Thus, Supply and Services will have 
to evolve procedures to enable U.S. 
suppliers to compete freely and 
fairly on most Federal purchases of 
over $33,000 in the manner called 
for by the review provisions. 
Additional workload, new 
procedures, a new independent 
review entity coupled with 
consequential organizational and 
personnel changes will directly 
affect the OAG’s audit work in DSS 
and in any other government entity 
authorized to directly purchase 
goods and services. 


Services and Investment 

In the case of services, less 

progress has been made and 

most existing rules are 
being allowed to stay in force. The 
administration of the FTA will be 
complicated by the use of the 
grandfathered rules (thereby 
requiring a new, parallel set of rules 
for any new provision) and 
numerous exceptions. Thus, new 
rules must comply with the national 
treatment standard while current 
rules need not be changed to meet 
that standard. Moreover, 


transportation, basic 
communication, and government- 
funded services are entirely 
excluded from the provisions of the 
services chapter. 


In similar fashion, any new rules on 
investment must comply with the 
national treatment standard but 
current rules are protected. 
Investment Canada, the agency 
responsible for reviewing foreign 
investment proposals, is directly 
affected as its minimum threshold 
for review is raised to $150 million 
(in 1992) from $5 million (1988) in 
the case of direct acquisitions. A 
further broad exception to the 
prospective national treatment rule 
for services is the exclusion of 
designated culturally-sensitive 
Canadian businesses. 


Institutional Provisions 

The FTA also adds to the list 

of existing government 

institutions - and to the list 
of institutions to be audited by the 
Auditor General - by creating the 
Canada-U.S.A. Trade Commission 
which is charged with the joint 
management of the Agreement and 
the Procurement Review Board 
which is charged with reviewing 
complaints arising from the chapter 
on government procurement. Both 
these institutions will join the 
already complex matrix that 
constitutes Canada-U.S.A. 
relations. A specialized court, the 
Canadian International Trade 
Tribunal, has also been created to 
consider complaints by domestic 
producers that goods are being 
imported into Canada in such 
increased quantities as to cause 
serious injuries to domestic 
producers of similar products. The 
Tribunal will also conduct inquiries 
on any trade or economic matters 
referred to it by the Cabinet or the 
Minister of Finance. 


The Tribunal potentially will play a 
key role in Canada-U.S.A. Trade 
because despite efforts by Canada, 
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the U.S.A. was not willing to 
exclude Canada from the reach of its 
countervail legislation nor has 
Canada agreed to vary its strong 
commitment to regional and 
industrial development. Broadly 
speaking, U.S. countervail 
legislation allows U.S. citizens and 
companies to complain that 
Canadian goods are being sold in 
the U.S. market at reduced prices 
because of subsidies provided by 
governments in Canada. If an 
inquiry confirms the allegation, 
then the U.S. Government imposes 
a countervailing duty on the goods 
in question. It is an understandably 
sensitive process given Canada’s 
strong commitment to regional and 
industrial development. 


The importance of the foregoing will 
rapidly be grasped when it is 
realized that neither Canadian 
subsidy or marketing programs nor 
the U.S. countervail program are 
directly affected by the FTA. In 
other words, the two governments 
must balance their general 
commitment to the principles 
enshrined in the FTA with their 
domestic support programs and 
existing legislation. To do so 
effectively will be no easy task - one 
that the OAG might possibly wish 
to review in years to come. 


FTA Implementation 
ibe The agreement signed by 

Canada and the United 

States must be translated 
into legislation and adopted by the 
national legislatures of both 
countries. In the case of Canada, the 
draft legislation approved by the 
House of Commons of the 33rd 
Parliament died when Parliament 
was dissolved to allow a Federal 
election. After the election, if the 
legislation is re-introduced and 
becomes law, it will have broad 
consequences. 


The implementing legislation 
approves the FTA thereby giving it 
a status somewhere between that of 
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a treaty and legislation. The law 
would provide the Federal Cabinet 
with broad authority to issue 
regulations (i.e. subordinate 
legislation) to give effect to the Act 
and the FTA. As well, it provides 
authority for the Cabinet to 
establish any administrative 
entities that it deems necessary to 
implement the Agreement. Of equal 
importance, the Act amends some 
25 other statutes to bring them into 
line with the Agreement. These 
range from major changes to the 
Special Import Measures Act to 
necessary consequential 
amendments to the Seeds Act. All 
the above legislated changes, if put 
into place by Parliament, will affect 
the work of numerous departments 
and agencies of the Government of 
Canada by requiring changes in 
programs and their management. 
These will be of interest to the Office 
of the Auditor General as it 
undertakes its ongoing audit 
programs of their entities. 


Perhaps one of the most important, 
if subtle changes, brought about by 
the Act will be the effect of its broad 
statement of purpose (i.e. to 
implement the Agreement). In other 
words, Parliament will have stated 
that in matters relating to Canada- 
U.S. trade, the FTA, and the Act 
shall constitute underlying 
principles that must be taken into 
account by Ministers and officials. 
Given the extent of Canada-U:S. 
trade and the involvement of 
agencies of the Canadian 
Government, there is hardly a 
department where current practice, 
policy, or programs might not have 
to be reviewed against the 
standards of the FTA and its 
implementing legislation. 


Understanding the FTA and the 
implementing legislation is not an 
easy task for someone who was not 
fully involved in their creation. 
Extrapolating their likely 
consequences is even riskier. 
Nevertheless, a number of 
consequences for the OAG appear 
likely enough to occur to merit 
listing here. Underlying all of them 
will be the reality of a much more 


complex and difficult public service 
environment that will likely require 
changes in programs, organization 
and staffing levels. More 
specifically, implementation of the 
FTA will likely mean: 


(a) The revenues of Canada will be 
affected by the elimination of 
tariffs. 


(b) Numerous statutes and 
regulations will be amended 
and generous use of the power to 
make new regulations to 
implement the FTA is likely. 


(c) Given the broad statement of 
intent contained in the 
implementing legislation, 
earlier laws in direct conflict 
may become of no effect. 


(d) New governmental entities will 
be created and implementation 
will clearly have organizational 
consequences in a number of 
departments as workload and 
responsibilities are either 
increased or decreased. 


(e) Numerous programs will 
require changes to bring either 
their substance or their 
administration into line with 
the FTA and its implementing 
legislation. 


If fully understanding the entity 
being audited is a fundamental 
prerequisite of any good audit work, 
then all the more so in the case of a 
legislative auditor must changes in 
the audit entity be understood and 
planned for. The Canada - United 
States Free Trade Agreement will 
have a major impact on government. 
We must at least be mindful of its 
impact on our work in order to be 
able to plan and account for it as we 
undertake audits of the various 
entities involved. 


Audit 


Training 


OAG Audit Training 
Crusade 


On 28 September, Assistant Auditor 
General Yvan Gaudette who is 
responsible for Professional 
Development and Practices at the 
OAG gave a speech to the Ottawa 
Chapter of the Institute for Internal 
Auditors. He presented a historical 
overview of career and professional 
development activities. 


This afternoon, I appeared before 
our Executive Committee to submit 
my report on OAG training 
activities and to present a brand 
new three-year training plan 
designed to ensure that our staff 
have the required knowledge and 
skills to carry out the mandate of 
the Office. 


In reality this plan is the result of 
years of surveys, analysis and 
discussions on a controversial 
subject which, in our Office as 
elsewhere, is in constant evolution. 
It is periodically subject to changing 
fads and new theories, under 
constant threat of budgetary cuts, 
and yet, ina sense, it isan 
important growth industry today. 


An Interesting and 
Stimulating Area 
Training is touted by some 


as a panacea for all 
organizational ills; and by others as 
a hoax and a fraud. It is seen 
alternatively as a carrot ora stick, a 
stimulant or a depressant, a remedy 
or a complete waste of money. Ina 
professional office, as elsewhere, 


training has its gurus and its 
disciples, its ideology and its lingo, 
its defenders and its detractors. On 
the whole I find it a rather 
frustrating but interesting and 
stimulating business to be in. And 
that’s why I have been in it so long. 


To introduce the topic of training 
and development at the OAG, let me 
first tell you a story. Once upona 
time, the head of a well-known 
management consulting firm was 
suddenly made Auditor General of 
Canada. Shortly after his arrival in 
Ottawa, he beckoned me to his 
Office, at the instigation of a well- 
known matchmaker of the PSC 
Executive Staffing Branch. This AG 
had come to our barren land to 
spread the Doctrine of Audit and to 
convert the infidels who, at the 
time, had little time or thought for 
such trivial concerns as 
Accountability, Control and Audit. 


To make a long story short, the AG 
asked me to join his crusade. He was 
a persuasive man and a visionary 
who paid scant attention to my 
concerns over a lack of recent 
experience in auditing: "Who is 
asking you to audit?" he said, "I 
don’t expect you to do it, only to 
teach it.” 


This was for me the beginning of a 
new experiment where training was 
to be used as a very powerful tool to 
somehow force-fit the amalga- 
mation of the approaches and 
methodology of two professions, 
create a new field of endeavour and 
spread the revealed word across the 
nation and worldwide. 


My first task, back in 1975, was to 
set up a program of audit trainees or 
students-in-accounts. Our main 
challenge was to establish on 
campus an image of the OAG that in 
most cases simply did not exist. We 
had the added complication of stiff 
competition from public accounting 
firms. We developed a training 
program in more or less the 
traditional way but we were unique 
in this way: we were offering a 
career in public sector external 


os a 


Assistant Auditor General Yvan 
Gaudette. 


auditing and at the same time 
accreditation to the three 
accounting bodies of Canada. 


The main challenge in the Office, 
however, was the impending 
broadening of the mandate of the 
Auditor General in the realm of 
what was to become known as 
value-for-money (VFM) auditing. 


Need For Training 
Soon, large contingents of 
private sector accountants 


and management 
consultants started joining the 
Office periodically, and we found 
ourselves in dire need of training 
programs in an area defined only 
very broadly in law. 


We first organized structured 
discussions where the focus was on 
melding the approaches of 
management accounting and 
auditing while retaining the audit 
discipline at the core. We then 
monitored experimental audits 
conducted in the field and developed 
case Studies. We brought them into 
the classroom for discussion and 
debate. Next, we identified key 
audit policy and technical issues in 
need of resolution, developed 
consensus recommendations for 
review and approval by senior 
management, and modified these 
approaches accordingly as a basis 
for further rounds of experimental 
VFM audits. In short, documenting 
these experiments and structured 
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discussions eventually led to the 
development of a training program, 
an audit manual and a series of 
audit guides. 


Externally, we had joined forces 
with the provincial legislative 
auditors of Canada to form an 
association where information 
exchange and training soon played a 
major role. After that came the 
Canadian Comprehensive Auditing 
Foundation where again 
information exchange and training 
were and still are an important part 
of its Canadian and international 
programs. Of particular interest is 
the Foundation’s Fellowship 
program which so far has graduated 
50 senior audit practitioners from 
developing nations. The Fellows 
undergo training in our Office, 
usually in VFM auditing, for a 
period of one year, as members of 
our audit teams. 


Sharing our Experience 

Since then, the Office has 

provided direct but limited 

training assistance to such 
countries as Kenya, St. Lucia, and 
Cyprus. We are currently involved 
in a joint training and research 
project with the National Audit 
Office of the People’s Republic of 
China, and finally, the INTOSAI 
Development Initiative (IDI for 
short) was established in 1986, at 
the instigation of the present 
Auditor General of Canada, Ken 
Dye. 


IDI is a program of INTOSAI, the 
International Organization of 
Supreme Audit Institutions. It has 
150 member-nation audit offices 
across the world and its Secretariat 
is currently attached to the OAG. 
Ken Dye is the President of IDI and 
I am its Executive Vice-President. 


IDI’s goal is to foster the 
advancement of public accounting 
and auditing, through information 
exchange and training, especially in 
developing nations. IDI is about 
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sharing resources: people, ideas, 
methodologies, and technologies. 
Since its inception in late 1986, it 
has published an international 
directory of audit training 
information and presented a dozen 
on-site seminars in various parts of 
the world. 


Incidentally, we consider all these 
external assistance programs as 
important training and 
developmental opportunities for our 
staff who have responsibility for 
international audits such as the 
Canadian International 
Development Agency and External 
Affairs. 


All this to say that when you talk 
training these days, whether it be 
here, in British Columbia, in 
Nairobi or in Kuala Lumpur, a set of 
issues and concerns seem to be 
shared by all albeit to a different 
degree. These are: 


- difficulties in determining 
essential training requirements 
in increasingly complex 
situations; and in appropriately 
evaluating training programs; 

- anincreasing need for customized 
programs; 

- rising training costs and a need to 
streamline in time of financial 
restraint; 

- ashortage of competent resource 
persons; and 

- aneed for an effective training 
program development process, 
responsive to the needs of the 
organization. 


Let me focus on some of these issues 
and concerns in the context of the 
OAG situation and share with you 
the approaches we have adopted to 
deal with them. First here are some 
statistics: the OAG has 600 staff, 
450 of whom are professional 
auditors. In addition, we havea 
number of staff on contract, 
exchange or scholarship. We offer a 
training program for both support 
and audit staff. 


We currently deliver 4,000 training 
days per year with a professional 
development staff of 28 persons, half 


of whom are support staff. Most of 
our full-time audit staff are 
practitioners assigned to 
professional development on 
rotation. Others participate in our 
activities on a part-time basis as 
committee members, course 
designers, or instructors. 


Our professional development 
budget stands at slightly more than 
five percent of the Office budget in 
terms of cash outlays and at more 
than eight percent in terms of full 
costs including cost of participation. 


Over the last 13 years, we have 
conducted only three Office-wide 
standard needs surveys, from 
determining the nature of the work 
and tasks to be accomplished and 
knowledge and skills required 
through identifying the training 
needed to help provide these. In our 
Office, determining training needs 
is a continuous process that we 
periodically vet by means of 
programs and course user 
committees, course evaluations, by 
on-going consultations with 
managers and users and by 
involving practitioners as resource 
persons. We monitor and evaluate 
in the same fashion, on a continuing 
basis. This process, although 
apparently less rigorous than 
formal needs surveys and 
evaluations, is far more effective, in 
my opinion, than the latter alone. 
Bee We find that to be well- 
accepted and considered 
relevant by auditors, our training 
programs must be practical, job- 
related and provide for hands-on 
exercises and group discussions. 
This has led us to customize a large 
part of our program, despite the 
higher cost of doing so. And 
whenever possible, we use 
practitioners as trainers and 


provide them with standard course 
manuals. 


Practical, Job-related 
Training 


Audit time is a costly commodity 
and must be used sparingly for 
training purposes, especially in the 


current period of financial restraint. 
So we do our utmost to focus our 
training on important issues, tie it 
into our methodology development, 
target the right audiences and 
accommodate the work calendars of 
our auditors. Where possible, we 
offer the more effective team-based 
on-the-job training, where trainers 
help auditors solve real-life 
problems. We negotiate the content, 
duration and timing of the programs 
with team leaders calling these 
arrangements TNT, or team- 
negotiated training. 


We try to ensure that we use training 
only to meet training needs and not 
to try to solve other problems such as 
any lack of on-the-job coaching, 
proper support, or needed equipment. 
In short, we try to get as higha 
return on our investments as we can. 


In doing so, I do not want to give the 
impression that we have resolved all 
problems or found the magic 
formula. As for anyone else involved 
in this dynamic business, a new 
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problem pops up as soon as you have 
resolved the preceding one. Rather 
than dwell on this, suffice it to say 
that as management examines the 
three-year plan I mentioned at the 
beginning of this talk, we are once 
again faced with complex issues and 
difficult decisions. For instance, we 
must find ways to train smarter. In 
the face of the need for increased 
knowledge and the introduction of 
new methodologies and technologies, 
our auditors simply cannot afford to 
devote as much time to training as 
we originally targeted. 


We must look into the career impact 
of increased specialization among 
our staff, whether it be ina 
particular discipline such as EDP 
auditing or in a particular area of 
government activity such as 
transport; and we must ensure that 
our courses have an appropriate 
conceptual basis (for example 
organizational analysis, problem- 
solving, decison-making, audit 
management) and focus more on 
results than simply process. 


Le Comité des comptables agréés de 
lOutaouais recently elected OAG 
manager Michel Garneau its 1988-89 
President. Last year he was vice- 
president of the group which has 500 
members, all registered with l’Ordre 
des comptables agréés de Québec. 


The amalgamated branch, 
comprising Quebec and Ontario 
members, was created in 1979. It 
fosters professional development in 
the region by organizing courses and 
dinner meetings. In the past two 
years, the group has reached out to 
the community by conducting 
financial clinics to assist low-income 
people. During National Business 
Week recently, it held a seminar on 
computerization in business. Le 
Comité has also participated in many 
joint projects with the Québec 
Department of Industry, Commerce 
and Technology and la fondation de 
l’entrepreneurship de l’Outouais to 
encourage business in the region. 


Michel intends to maintain the 
emphasis on community projects and 


We must ensure that our staff are 
provided not only with training but 
also with appropriate developmental 
programs; and lastly we must yet 
find ways to do more with less in 
these days of financial constraints. 


I hope that by relating the results of 
our experience, I have offered some 
useful information. I’m certainly not 
prescribing remedies, models or 
solutions as I realize in most cases 
the nature and magnitude of your 
training activities differ from ours. 
What I will say is that the crusade 
that I joined back in 1975 continues 
to challenge and fascinate me with 
each passing year and I count myself 
fortunate to have the continued 
strong support of the present Auditor 
General in providing our staff with 
the training and development 
programs that contribute to making 
the Office an attractive and 
challenging place to be. 


education. In addition, he plans to 
encourage regional professional 
development by holding seminars on 
current issues and by strengthening 
links with l’Association québécoise 
de la planification fiscale. The OAG’s 
Christian Asselin, Le Comité’s 
director of professional development 
will assist him in realizing these 
goals. 


Since joining the OAG in 1980, 
Michel has audited several cultural 
entities such as the Canada Council, 
the National Arts Centre and 
National Museums. He has also 
participated in value-for-money 
audits of the Unemployment 
Insurance Account. 


Training 


in 
China 


China Diary 
By Roger Simpson, Principal 


Roger Simpson recently spenta 
month teaching in China. We regret 
that we do not have the space to print 
his China diary in full with all his 
stories of travel by air, train, bus and 
subway, and side excursions to the 
Summer and Winter Palaces, 
Military Museum, the zoo, a 
cloisonné factory and the Great Wall. 
We have also left out his accounts of 
student dancing parties, numerous 
banquets, and his opinion of sea 
slugs (just as well). We hope you 
enjoy the excerpts we are providing 
here. 


Early in 1988 Murdo MacSween 
asked if I would go to China for 
Professional Development and 
Practices to teach a comprehensive 
auditing course. As this met one of 
my life-long ambitions, I said yes. 
During the next few months, with 
my colleagues, Alan Beaton, Vinod 
Saghal, Jean-Pierre (J.P.) Gobeil 
and Yves Gauthier, I had a series of 
briefings, medicals and the dreaded 
shots. External Affairs scared the 
life out of us by telling us all the 
things we could catch and how we 
could protect ourselves. 


Arrival in Beijing 

Our guides loaded us and 
our luggage into one of the 
ubiquitous Toyota vans and 
we left for the Friendship Hotel. It 
had such a welcoming sound after 
the problems of the day (late planes, 
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Mr. Wong, Mr. Cui and Roger Simpson enjoying a watermelon break. 


general airport confusion and heat). 


I had mixed first impressions of 
Beijing. The road from the airport 
runs arrow straight between rows of 
trees and cultivated land 
punctuated regularly by small 
walled villages. People were 
everywhere, riding bicycles, sitting 
eating watermelons, or just 
walking. When we got into the city 
suburbs, Beijing proved to be a mix 
of ancient and modern, with new 
looking tower blocks of flats 
nestling next to old single storey 
houses or barns. 


During my month in China, I tried 
to understand the rules of the road 
without success. I finally realized 
that possession is 10/10ths of the 
law, providing your vehicle is bigger 
than any other. Beijing has 10 
million people and 7 million 
bicycles. All seem to be coming at 
you when you cross a road. 


After settling into the Friendship 
Hotel the group met for a drink on 
the terrace. Here we had our first 
lesson in FEC. In China there are 
two currencies, Renimbi for the 
locals, and Foreign Exchange 
Certificates for foreigners. 
Foreigners change currency into 
FEC, which they must use in most 
hotels open to them. 


Mr. Mais the director of the Audit 
Administration of the People’s 
Republic of China (AAPRC) 
training unit located in an older 
building which also houses living 
and eating facilities for some of the 
staff. After a welcoming "light 
lunch" of a mere 20 courses provided 
by the training facility, Mr. Ma gave 
the group a tour of the training 
facility and showed us the unit’s 
taping studio where training videos 
are made, with equipment supplied 
by Canada. We left feeling we had 
made some new friends. 


On the Road to Yang Ma 

Dao 

We flew to Yentai, then 

proceeded by Toyata 
van. The drive to Yang Ma Dao 
(from Yentai airport) takes about 
one and a half hours normally, 
through country cultivated to every 
last square inch. But a major traffic 
accident slowed us down 
significantly. At one point we 
ground to a stop where peasants 
were selling watermelons at the side 
of the road. On impulse we got out to 
buy one. The locals were curious 
about us, and we didn’t know how 
much to bid. Vinod, with his innate 
sense of barter, offered a fistful of 
small coins to one vendor who, after 
some incomprehensible dialogue, 


A banquet at Yang Ma Dao (left to right): Mr. Wong, Roger Simpson, J.-P. 


Gobeil, Mr. Chu, Alan Beaton, Mr. Cui, Vinod Sahgal, Qiao Yong, Piyale 


Nukhet and Yves Gauthier. 


took it in exchange for a melon. We 
still don’t know whether we 
overpaid. Using my Swiss knife, 
which was to prove so useful 
throughout the trip, one of our 
escorts cut up the melon into 
manageable pieces and we all 
tucked in. 


The first complete day in Yang Ma 
Dao was not a teaching day because 
Alan Beaton was finishing off the 
previous course. We did arrange for 
an introduction to the students. At 
the appointed hour we trooped in 
and introduced ourselves, to much 
hilarity from the group. They had 
probably not seen many foreigners. 
They were curious about our 
clothes, which for reasons of 
survival in the heat and humidity 
had become very casual. There were 
about 60 students in all. They 
included auditors from various 
provincial auditing bureaus, one or 
two cities and a smattering of 
accounting and auditing teachers. 
Ages ranged from 23 to 52, with the 
curve skewed toward the bottom 
end. We decided to split the students 
into two groups, with Yves and 
Vinod taking one, andJ.P. andI the 
other. Piyale Nukhet, asa 
specialist on contract from the 


Hudson’s Bay Company, provided 
help to both classes. 


The first day of classes followed a 
Chinese breakfast of some 10 dishes 
including good eggs and cha (tea). 
The first session was a joint one 
which I opened and then we 
launched straight into the program. 


After cha break we broke up into 
our groups. J.P. and I mostly taught 
alternate sessions except where 
some called for continuity. Yves and 
Vinod did the same in their group. 


There were very few questions 
raised in the early sessions. We 
later found out that the traditional 
Chinese teaching style is for a 
professor to stand in front of a class 
and address them for up to three 
hours with no interruptions. We 
wanted a participatory class. 


We told the class about Canadian 
teaching methods and encouraged 
them to participate. In later classes 
we had role plays which were new to 
the Chinese, but after they became 
familiar with them, they embraced 
them enthusiastically. 


Generally we were very satisfied 
with the first day’s class. 


Life in Yang Ma Dao settled into a 
routine pace with classes during the 
morning and afternoon. We had two 
and a half hours’ break at lunch and 
relaxing evenings, spent mainly 
preparing for the next day’s 
lectures. We got to know our three 
translators well, Qiao Yong, Bian 
Lin, and Li Da Qing. Each of them 
had spent a year in Ottawa and 
appreciated Canadian life. 


In the classes the students began to 
talk more. We forced the issue by 
asking specific questions of 
designated students. J.P. hada 
unique way of getting attention. He 
walked up and down the aisles and 
when he asked a question, he 
brought his hand down ona 
student’s shoulder like a claw. One 
major by-product of this approach 
was that nobody had a chance to fall 
asleep in class. We had excellent 
responses in role plays in the Audit 
Advisory Committee and later 
Management Committees. The 
students grasped their roles well 
and eagerly assimilated the various 
scenarios we set up. 


In the later stages we had very 
interesting discussions about how 
comprehensive audit would fit in 
China. Some felt that it was 
interesting but they could not use it 
at all. Others felt that as things 
were changing in Chinese 
management, it had a role although 
it needed custom tailoring. One 
frequent comment from the students 
observed that management styles 
were very different both within 
their audit bureaus and in their 
state-run enterprises. 


Since my return many people have 
asked me about the trip and a key 
question is whether I would go back 
again. I will have no hesitation 
about going again. It was a great 
experience, with excellent 
companions, new friends, and a very 
interesting challenge to teach a 
willing group new ideas. 
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Management of the 
Government's Borrowing 
Program 


Ken Dye addressed the International 
Consortium on Governmental 
Financial Management on 

16 September 1988 at a meeting held 
in Cambridge, England. He dealt 
with the twin problems of deficit and 
debt and described how the OAG 
approached auditing the 
management of the public debt. 


I'd like to share with you some of my 
thoughts on a troublesome issue 
that seems almost to have become a 
permanent fact of life, both in our 
own countries and internationally 
as well. I’m referring to the 
persistent or structural deficits run 
by governments and the resulting 
accumulated debt. In that regard, 
I’ll also be telling you about our 
experience in auditing the 
management of the Canadian 
government’s debt. 


As a legislative auditor, I’m 
certainly sensitive to the policy 
implications and the controversial 
nature of the issues. However, I 
firmly believe there is a role for the 
auditor, both in auditing the process 
of debt management and alerting 
legislators about the numbers 
involved in a nation’s indebtedness. 
The twin issues of deficit and debt 
are very much to the fore in Canada 
and in many other countries, both 
developed and developing. In 
Canada, today, nearly 25 percent of 
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all federal spending goes to paying 
interest on the public debt. That 
percentage has been increasing 
because of high debt levels, made 
higher by annual budgetary deficits 
for nearly 20 consecutive years; and 
high interest rates. 


Like some other nations, Canada’s 
central government deficit has been 
reduced over the last couple of years 
reflecting continuous economic 
growth and restrictions on the 
increases in discretionary 
expenditure programs. 


The deficit, however, remains 
stubbornly high. Gross interest on 
the public debt is growing more 
rapidly than Gross National 
Product (GNP). Interest on the 
public debt has become, by itself, the 
driving force behind Canada’s 
persistent deficit position. Gross 
interest on the public debt now 
exceeds the annual deficit. Interest 
costs are crowding-out other 
expenditure programs. 


Gross interest on the public 
debt now exceeds the 
annual deficit. 


More ominously, perhaps, they 
threaten to impair the capacity of 
central governments to deal quickly 
and effectively with any future 
slowdown in private business 
activity. 


This brief background should make 
it clear why Canada’s Parliament 
and its Auditor General should be 
concerned not only with the control 
of the public debt but also with the 
management of the government’s 
borrowing program, which isa 
product of that debt. 


Auditing the 
Management of the 
Public Debt 

In my 1987 annual Report to 


the Canadian Parliament, I 
promised that my staff would look at 
the pragmatic, non-policy side of 
debt management. This year’s 


Report, therefore, will address the 
management of the central 
government’s borrowing program. 
It’s readily apparent when you look 
at the huge size of the unmatured 
debt in Canada, and in almost all 
other countries as well, that a small 
reduction in the effective rate of 
interest would save a great deal of 
money. So there seemed to bea 
potential for cost savings. Almost 
any financial expert from regional 
or local government or from the 
private sector could, I’m sure, offer 
some useful suggestions on how to 
do this. And yet, at the central 
government level of financial 
management, in Canada at least, 
there’s not much solid analysis of 
the economy and efficiency of the 
management of the borrowing 
program. 


At the highest level of financial 
management in the public sector in 
my country, there’s a mysterious 
environment into which few 
outsiders venture. This may sound 
familiar to those from other 
countries. Invariably, the principal 
players include the experts from the 
central bank or its equivalent anda 
select group of experts in the finance 
or treasury department, ministry or 
what-have-you. When we peered 
into this misty world, we discovered 
that the foundation of managerial 
decisions is something called 
professional judgment. We were told 
that the financial system is very 
complex. There are so many 
variables at play. There are no 
precise criteria or standards to 
guide operations or to judge, post- 
decision, whether a particular debt 
issue was the correct size, or the 
timing was right, or was made up of 
the correct debt instruments or 
marketing approach. 


And more than that: with 
government debt growing so rapidly 
and becoming so large a factor in 
financial markets, all decisions to 
raise the government’s cash 
requirements must consider 
matters other than cost 
minimization. Or so the story goes. 


It should be obvious, and it is the 
case, that central governments will 
have the highest credit ratings of all 
borrowers in their country, largely 
because they have ultimate taxing 
power. But they can’t force savers to 
lend them money. 


And they are advised to avoid 
upsetting the very market which 
they rely upon to digest their debt 
issuance. So accommodations must 
be made. Cost-minimization over 
the long-term may differ from short- 
term least-cost. There are trade-offs. 
There are overlaps of policies and 
priorities concerning monetary 
policy operations, fiscal policy 
stances and market regulations. 


Still, I’m pleased to report that 
we've been able to develop a clearer 
picture of the borrowing program. 
Potentially, this will contribute to 
Parliament’s understanding of the 
program and, therefore, to improved 
scrutiny and control. 


To our knowledge, no other 
countries have undertaken audits of 
their central government’s 
borrowing program. Consequently, 
we had to borrow and adapt criteria 
from numerous sources and 
disciplines. We looked at the 
planning and operational processes 
and the systems in place to meet the 
government’s cash requirements 
and to control cash balances. We 
looked at the extent to which the 
borrowing program was subject to 
evaluation for effectiveness. And we 
examined the adequacy of 
information provided to Parliament. 


We found that it’s possible 
to audit the management of 
the public debt. 


We are confident that we have in 
Canada found that it’s possible to 
audit the management of the public 
debt. What’s not so easy is the 
management of our affairs so that 
debt is avoided or reduced. An 
important dimension of that 
problem is an understanding of the 
deficit. 


Implications of 
Budgetary Deficits 
I’ve told the Canadian 


Parliament that the 
implications of deficit and debt 
should be disclosed and understood 
by both lawmakers and citizens 
alike. AsI said a little earlier, this 
is not a parochial area of concern for 
Canadians alone. It’s a widespread 
issue. 


Data on deficits, accumulated debt, 
and interest on the public debt do 
vary considerably, from country to 
country and over time. Let me note 
briefly that, during the 1980s 
Canada’s annual deficits, as a ratio 
of GNP, have averaged higher than 
for any other G-7 country except 
Italy. (The group of seven OECD 
countries includes the U.S.A., 
Japan, the U.K., Germany, France, 
Italy and Canada.) 


I’m aware that the scale of 
government debt is similar in other 
nations, to a greater or lesser 
degree. If your own country is 
blessed with surpluses and 
declining public debt, those less 
fortunate among us are extremely 
envious. 


Debt Grows Faster Than 
Wealth 

And lest any find solace in 
their country’s relatively 
good performance, let me note that 
not one G-7 country ran a surplus 
between 1980 and 1987. That’s 
either for all levels of government 
combined, which is the best basis for 
comparison, or for the central 
government alone. 


So all of us should share a common 
concern for debt control and 
management of the borrowing 
program of governments. However, 
let’s not blindly accept that deficits 
and debt are somehow totally evil 
and to be avoided at all costs. 


“Living within our means" isa 
useful ethic to follow. But few 
societies would accept a totally 
laissez-faire attitude towards 
business cycles. We can’t ignore 


their impacts on people and 
institutions, either in recession or 
under high inflation. 


It should be remembered that most 
of our countries are now paying 
interest on debt that has been 
accumulated, in some considerable 
part, to counteract economic 
recession and the hardship it can 
impose on citizens. It would be 
unrealistic and unfair to remove the 
safety net that protects them. 
Recessions do occur at somewhat 
different times and with more or 
less ferocity from country to 
country. Comparing the sizes and 
causes of deficits should, therefore, 
be done only cautiously. 


Understanding the Debt 

I’ve been concerned, for 

some time now, that even 

within the Canadian 
economic system, our legislators 
have not been adequately informed 
about the component elements of 
annual deficits. I get involved in 
this because I’m required to audit 
the deficit as reported in the 
government’s summary financial 
statements each year. However, my 
own understanding of the 
fundamental causes that give rise to 
the deficit, and their implications, 
has been limited. 


... our legislators have not 
been adequately informed. 


I therefore asked some economists to 
help me study the matter. Our work 
has convinced me that the deficit, as 
it is usually presented, masks a 
wide range of information about the 
financial condition and performance 
of the federal government. 


In reviewing the federal deficit 
situation in Canada, for example, I 
became aware that current and 
regularly published indicators of 
the key components of the federal 
deficit were not readily available. I 
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contend, and I’ve told our 
Parliament, that all of us would be 
better served if this information 
were published and interpreted ona 
regular basis. This would help 
legislators to understand the 
elements of the deficit and the 
resulting accumulated debt. Only if 
the deficit is analyzed and presented 
in a number of different ways can 
legislators get a real handle on its 
implications for government 
operations and the state of the 
nation’s economy. In my 1987 
annual Report to Canada’s 
Parliament, I suggest that the 
cyclical component of annual 
deficits be separated from the gross 
amount. This would let the 
legislators know the extent of the 
fiscal effort needed to keep 
buildings, machinery and land 
operating, in spite of short-term 
shortfalls in demand. The cyclical 
component of the deficit is policy- 
determined over the long run. 


My function is not to question the 
government’s counter-cyclical 
policy. At some point one might 
examine whether counter-cyclical 
programs are efficiently and 
effectively doing their job. But we 
have not yet delved into that 
question. 


It’s not the role of the legislative 
auditor to comment on ecomomic 
policy. I wouldn’t last long if I did. 
But I think auditors have valid 
perspectives when it comes to 
offering advice on information that 
legislators can find useful. I’ve said 
that in my reports to Parliament in 
recent years. 


The legislative auditor’s role 
includes seeing that decision- 
makers have sufficient reliable 
information so that they can make 
decisions thoughtfully and be held 
accountable for them by the 
taxpayers. 


The motive behind my emphasis on 
improving information to 
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parliamentarians concerning 
deficits is to help them understand 
the extent to which they have, or do 
not have, control over the deficit, in 
any relevant time frame. 


In my 1987 annual Report, for 
example, I addressed the issue of the 
persistent, structural deficit. The 
structural deficit is the estimated 
shortfall between revenues and 
expenditures that would apply 
under conditions of full or normal 
unemployment and capacity 
utilization. In the Canadian 
example, once you subtract the 
cyclical element, the remaining, 
structural deficit looks rather less 
threatening. But that’s somewhat 
misleading. The time horizon and 
the scope for parliamentary control 
are rather limited. Some programs 
are discretionary, in that they come 
up for explicit, annual 
appropriations. Most, however, are 
statutory and can only be 
significantly altered, except with 
considerable difficulty, every few 
years, depending on the programs in 
question. 


Moreover, the largest component of 
the structural deficit is the net 
interest on the public debt: the 
commitment to pay interest or its 
equivalent is made when the debt is 
issued. Parliament cannot renege on 
interest or principal repayments. It 
can, however, approve further 
borrowing to refinance the principal 
and, what’s more unsettling, to pay 
the interest. 


The bottom line is that a 
diminishing part of the Canadian 
federal government’s total budget, 
let alone of its deficit, is 
controllable. And it is this 
diminishing residual that must bear 
the brunt of expenditure-cutting 
strategies to reduce the structural 
deficit. The remaining alternatives 
are to increase taxes and other 
revenues or to expand, indefinitely, 
the public debt. 


You'll notice that I have not raised 
the option of monetization of the 
debt through encouragement or 


...a diminishing part of the 
total budget, let alone of its 
deficit, is controllable. 


even allowance of inflation. But 
that’s implied by unlimited 
expansion of debt. 


For many countries, the memory of 
hyper-inflation and its disastrous 
impacts on the economy is much 
clearer than it is in Canada. Still, 
monetary authorities, and the 
Government of Canada, are 
extremely cautious on the inflation 
front. I have painted a rather dismal 
picture. Even if there were a 
positive response to my call for 
fuller and more regular analysis of 
deficits, growing debt and 
expanding interest costs, the 
latitude for Parliament to put into 
place significant year-over-year 
tightening of the fiscal reins, seems 
severely limited. 


No one said it would be easy. Better 
information and analysis only 
highlight problems: they do not 
solve them. But more concern is 
better than less. 


You'll appreciate that there’s little 
that I’m allowed to say about the 
appropriateness of macro-economic 
policy, be it fiscal, monetary or 
regulatory. I might, of course, be 
supportive of efforts to make the 
parliamentary process more 
efficient in that expenditures would 
always be examined in light of their 
implications for the deficit. 


In a system where we normally 
avoid pairing particular 
expenditures with offsetting, 
specific revenues, one cannot say 
that such-and-such an expenditure 
is financed through debt and others 
are not. All programs, including the 
interest on the public debt, cost 
money, and are part of the deficit 
calculus. 


And yet it seems to me that there is 
an acceptable logic to funding 
counter-cyclical and investment 


Auditor General Ken Dye addressed 
the International Consortium on 
Governmental Financial 
Management. 


expenditures out of borrowed 
money, if it’s necessary or profitable 
to do so. With the provision, of 
course, that there’s an intent to 
repay this debt from the fruits of 
future economic growth. 


In many countries, the 
capital or investment aspect 
of expenditure is made 
explicit. 


In many countries, the capital or 
investment aspect of expenditure is 
made explicit. For instance, there’s 
legislation in some European 
countries which restricts 
government deficits to expenditures 
on capital. But this also raises 
games of definition: where does 
investment start; does investment 
in human capital count? The games 
become more critical as the 
proportion of transfer payments in 
central government budgets 
continues to increase. 


What I have in mind is more ofa 
concern for management of separate 
programs than the definitional 
games played by bureaucrats to 
meet legislative constraints. 


Undoubtedly, program-based 
expenditure reduction is going to be 
difficult to institute. 


Just how do we get all of the senior 
program managers working, co- 
operatively, towards control of the 
public debt? One way might be to 
introduce regulations that call for 
each existing or new program to 
work out its rate of return, its 
benefits in relation to costs. 


I certainly intend to keep an eye on 
this matter and to repeat my 
concerns before Parliament. 


Canada has long borrowed heavily 
from abroad: from France and Great 
Britain during our colonial past and 
early days as an independent state; 
later, from the United States; now, 
from all over the world. And, 
directly or indirectly, this openness 


to free flow of capital ties Canada’s 
economy and its government’s 
borrowing program to every other 
nation represented here — albeit to 
varying degrees. 


As citizens of other countries 
continue to hold ever greater 
amounts of Canadian public debt, 
and Canadians buy the debt 
instruments of other nations, we, in 
fact, grow closer together. We need 
to know more about each other. We 
need to rely on each other’s 
expertise. 


... this openness to free 
flow of capital ties Canada’s 
economy and its 
government's borrowing 
program to every other 
nation ... 


Let me assure you that my Office is 
pleased to share our experience with 
experts from all disciplines and all 
national settings so that all of our 
fellow citizens may share in the 
wiser and more efficient use of 
scarce financial resources. As well, 
we hope to benefit from your 
experiences in this and related 
fields. 
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David Rattray: 
Profile of aNew AAG 


David Rattray joined the Office 15 
years ago as a student-in-accounts. 
This autumn he was appointed 
Assistant Auditor General 
responsible for Defence, Justice, 
Royal Canadian Mounted Police, 
and Major Capital Projects. 


David has worked in just about every 
area of the Office: Public Accounts, 
Crown corporations, VFM, 
professional development, 
methodology, international work, 
special examinations. As well, he 
has organized the Directors/ 
Managers Conference, and 
participated in the task force on 
knowledge and skills. He spent two 
years on assignment with the 
Comptroller General’s Office where 
he was a member of the group 
responsible for the development of 
Part III of the Estimates. 
Additionally, he has been active in 
the CGA and FMI. 


In this interview for Opinions, 
Reports and Communications 
Principals Desmond Kimmitt and 
John Zegers trace the steps in 
David’s career and discuss his views 
on the evolution of auditing. 


Opinions: You're one of only two 
people in the Office who started as a 
student-in-accounts and made your 
way up the ladder to become an 
Assistant Auditor General. What 
are the main factors that have 


contributed to your impressive 
career progression in the Office? 


David Rattray: I guess the 
primary factor is that I had gained a 
lot of experience before joining the 
Office. I graduated from high school 
at 16, which has now given me 25 
working years. Before joining the 
Office I had 10 years to try other 
fields. I began in public accounting 
and auditing, but I left for greener 
pastures; I thought there might be 
something I would like better. I was 
in the same position no doubt that 
many young people in this Office 
are in when they graduate from 
university, but I went through 
much of my searching before | 
arrived in the Office. I had worked 
as a comptroller in an industrial- 
electrical business, and a part-time 
lecturer at university. While 
working on my Commerce degree I 
even seriously considered switching 
to theology at one point when I tried 
my hand at being a student minister 
in the Presbyterian Church. 
Thrown in with that - university 
summer jobs as a house painter, 
plumber’s helper, working for my 
dad and summers ina CA firm - I 
guess I brought with me to the 
Office a breadth of experience. 


I went through a lot of soul 
searching, which I know many 


students here are going through 
now. If they leave us, as many feel 
they must, to go out and find their 
way, I hope they will find their way 
back. At the age of 20, when I 
finished my Commerce degree at 
Concordia, I had already tried 
several other lines of work. In 
joining the Auditor General’s Office, 
I returned to auditing (my first 
choice), and with relative peace of 
mind decided this is the line of work 
and career I wanted to pursue. It 
was an exciting place then; Isaw 
audit being pushed to the limits 
with a new Auditor General in 
place. Sol stayed on. Ienrolled asa 
student in the CGA program as I 
needed a professional designation to 
move into the audit stream. Once I 
obtained my CGA, my previous 
experience certainly served me well 
over subsequent years. 


To young people, I would say that 
although we would certainly want 
to keep them here in auditing, they 
should be encouraged to go out and 
try other fields to broaden their 
experience base and to decide 
whether auditing is what they 
really want. A few years ago in the 
Office we actively encouraged this; 
but with the job market the way it is 
now we seem to be worried about 
short-term staffing needs and are 
therefore trying harder to retain 


staff. We’ve got to be more 
confident that many of them will 
return to the OAG as experienced 
audit managers wanting to make 
auditing a long-term career. 


Another major factor in my success 
is having an understanding family. 
I’ve put a lot of work into many 
associations. My family basically 
says yes, you've got ajob todo. I 
burn the candle at both ends to give 
them a lot of time and also to try and 
put a lot of time in here at the 
Office. As a result, they are very 
supportive. 


I guess some of the other factors that 
have helped my career would be - 
always working as a team player, a 
bilingual capability, hard work to 
keep myself current about 
professional issues, trying to 
maintain a sense of humour anda 
keen desire to accept challenges. 


I’ve been here for 15 years and have 
found the challenges have been 
great and the diversity of work 
incredible. I get bored after a year 
or two doing the same thing, and the 
Office has always managed to 
provide me with a variety of 
challenging assignments, both 
within and outside the Office. 


Opinions: You are a risk-taker? 


David Rattray: YesI guess that’s a 
description I could live with. I like to 
see innovations. I like to be part of 
the front edge and a part of things 
that are happening and changing in 
the accounting and auditing field. 
I’ve worked with good people and 
participated in projects and teams 
that have had great success. And 
that success bred more interest in 
taking on exciting things, many of 
them involving elements of risk 
either to career advancement or to 
the products I was responsible for 
producing. 


In 15 years I have often felt 
unsettled about some of the projects 
I agreed to take on or be associated 
with. When I became a Principal, 


and learned I would be responsible 
for National Defence audit work, 
that seemed like an insurmountable 
challenge that carried with it risks 
of major proportions. 
Comprehensive auditing was still 
new, and I guess I could easily have 
said I can’t do it, I’m just too new, 
too junior. But instead, I thought I 
can’t live with myself ifI don’t at 
least try. SoI tried it. And our team 
was, in my opinion, successful. That 
gave me, and I think other team 
members, confidence. Since I was a 
child I’ve always attempted to 
overcome a lack of confidence by 
accepting challenges. AsI was 
relatively successful, that built up 
my confidence. I still feel that I 
often lack confidence so I push 
myself to overcome this. 


Opinions: Confidence comes with 
the doing? 


David Rattray: Yes, I definitely 
believe it does. It’s something I feel 
people have to do more of in the 
Office. People have to eagerly take 
on assignments and push their 
abilities beyond what they may 
think they are capable of doing. A 
lot of challenges I have found hard 
to tackle as an individual. To 
overcome this, I have often been 
happy to work as a team member. A 
lot of what I have been successful at, 
has been accomplished through 
team effort. Young auditors 
shouldn’t feel they must do things 
alone. They should actively seek out 
others who will help them to 
develop. 


I strongly feel we must give more 
challenges to junior people in the 
Office and correspondingly expect 
more from them. At times we tend 
to feel because they are new and 
inexperienced we have to nurture 
them. Many have very pleasantly 
surprised us with their efforts. The 
Conference for Young Professionals 
I attended recently was 
exceptionally well done and a good 
example of what I mean. The 
organizers, as a team, took upa 
challenge when they might have 
wanted to say no. We’ve got to 


provide more interesting challenges 
and allow young auditors more 
latitude to experiment and 
demonstrate their full capabilities. 
But young auditors shouldn’t be 
complacent and sit back waiting for 
senior management to define 
challenges. They should be 
proactive and seek out things that 
are challenging and are good for 
auditing and the Office. There’s a lot 
of intellectual power there, and it 
hasn’t really been properly 
harnessed to date. 


Team Effort 


Opinions: Another important point 
you raised before is the emphasis 
you put on team effort. It seems 
that, in a lot of areas in the Office, 
people think only in terms of 
individual efforts. Can you 
comment on that? 


David Rattray: I always like to 
work as part of a team effort. When 
I’m leading a team I enjoy getting 
the best out of other people; I enjoy 
passing the challenge on to them in 
part or in whole. In most cases I’ve 
been pleasantly surprised and 
pleased. The joint products or 
outputs of the teams have always 
been superior products that have 
surpassed what any one individual 
could have produced. Not only have 
I personally benefitted career-wise 
from this approach but all other 
team members have also. 


Opinions: Do you feel that 
managers in other corners of the 
Office favour a team concept? 


David Rattray: Yes, Ido. People 
have to work together for long 
periods of time in a team to not only 
know each others’ strengths and 
weaknesses but also to establish a 
trusting working relationship. 
Some teams are more successful 
than others because Principals and 
Directors have good people skills 
and have learned to know each 
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other well enough to exploit group 
strengths to the fullest and, through 
trust, allow people to take on 
challenges and do creative audit 
work. 


Success Factors 


Opinions: Are there some factors 
that have contributed to your 
success that could be passed on to 
junior auditors? 


David Rattray: One thing that has 
helped me is a bilingual capability. 
Growing up as an anglophone in the 
Eastern Townships of Quebec, 
bilingualism didn’t seem to be 
something I would find particularly 
useful later in my career. However, 
that French environment has 
helped me in the Office to provide 
assistance in French courses, in 
interviews and in dealing with 
francophone staff members and 
clients. My regret today is that I 
hadn’t done more in my youth to 
perfect this capability. 
Circumstances of birth, however, 
have been good to me. 


Public speaking ability is another 
valuable career asset. Winning the 
"Kenny Award” was one of the 
highlights of my public speaking 
career. I’m probably as nervous as 
anybody else, and I find public 
speaking difficult. I have spent 
many nights rehearsing in my 
sleep. But it’s something that you 
get better at the more you do, and 
that you lose if you don’t keep 
practising. As your career advances 
in the Office, or anywhere else in 
the profession, public speaking 
becomes more and more a necessity. 
I spend a lot of time delivering 
courses, speaking to teams and 
making presentations to keep up 
that ability. At middle and senior 
management levels the Office wants 
individuals with a bilingual public 
speaking capability. Without 
working hard at both of these 
capabilities I don’t think I would 
have got where I am today. 


David Rattray’s management team (left to right): Principal Tom Hopwood, 


David, Principals Ross Buskard and David Brittain. 


Opinions: It also gives you that 
important and tangible visibility in 
the Office. 


David Rattray: Yes, visibility is 
important. If people don’t know you 
it’s hard for them to support you at 
promotion time. When they look ata 
person being considered for 
promotion to the Director, Principal 
or AAG level, senior managers ask 
themselves whether this person will 
be technically competent and 
capable of representing the Office in 
public. Certainly both of these 
assets are a must if you want to bea 
Principal and are expected to testify 
before the Public Accounts 
Committee or speak at a major 
conference. 


Another piece of advice is the 
importance of trying to read people. 
I try my best to do that. An 
important feature of good 
management is an ability to 
understand and appreciate other 
people’s viewpoints and where they 
are coming from. It comes from 
wanting to understand what is 
behind people and looking for the 
best in them. I have always tried to 
pull the best out of people and 
therefore my success has definitely 
been because of a lot of efforts 
besides solely my own. 


Opinions: We hear a great deal 
about stress these days — both in the 
Office and in other places. As one 
who does a great many things - you 
work long hours here, you do many 
things outside, you have a family to 
whom you are very responsible and 
you are physically fit. I wonder if 
you have any advice for people? 


David Rattray: I have tried to deal 
with stress by compartmentalizing 
things. I’m at the Office at 7:30 a.m. 
and I work hard until 6:00. Then I 
get on the bus, take out a novel and 
read. By the time I get home I try to 
put the Office as far from my mind 
as possible. I try very hard to 
separate the two. I don’t generally 
get involved in personal things at 
the Office; that would just mean 
having to bring work home. You 
can’t cope well with stress if you 
blur work and relaxation time. Also, 
I try not to take all the stress 
myself. I try to spread the stress 
around; I spread the work around 
and like to spread the stress around 
with it. 


I also try to keep myself reasonably 
physically fit. I’m still playing 
hockey and soccer and, if the legs 
don’t give out, hope to still be 
playing when I’m much older. All of 
us in the family, my wife, Marion, 


two teenage sons, Scott and Kevin 
and | like to get out on the golf 
course. Marion and I walk about 
three miles at least five nights a 
week. Other stress reducers I have 
found are music and reading. I find 
peace and quiet in escaping intoa 
good novel. I take my 20 days of 
vacation leave, usually three weeks 
with the family and about three 
mini-vacations, where my wife and I 
get away by ourselves. 
Grandparents get called upon and 
gladly help out while we are away. 
Family support and close friends are 
essential for survival in a stressful 
job. 


Opinions: How do you see Ken 
Dye’s years — although he has done a 
lot of new things, do you see them 
mainly as years of consolidation 
rather than radical change? 


David Rattray: I see Ken’s years 
largely as consolidating ones. In his 
early days he built on what was 
started by Jim Macdonell. 
Basically, Ken has added stability 
and maturity to a fast-paced 
development process for value-for- 
money auditing. In early years, we 
struggled with many of the concepts 
that were loosely defined in the late 
seventies. But recently we have 
spent more time on better 
understanding and applying value- 
for-money concepts. Ken’s Agenda 
91 objectives I feel represent a 
program of consolidation and 
stabilization. 


Opinions: We have got into more 
auditing of Crown corporations with 
changes in the Financial 
Administration Act. Also, there has 
been a swing back to, if not 
authority, more attest emphasis. 


David Rattray: I feel this reflects 
Ken’s strong background in attest 
auditing and his commitment to 
strengthen attest and authority 
work which took a back seat to 
value-for-money work for so many 
years. Ken has been quite 
successful in getting our level of 
expertise back to where we would 
like to see it but it has been 
somewhat frustrating on the 


authority side. I hope the new 
Authorities Audit Guide, if 
combined with sufficient resources, 
will get us back to a state-of-the-art 
level of expertise in this area. 


Opinions: Legislative auditors are 
the only people really concerned 
with authorities auditing. You are 
not going to generate those people 
anywhere except in audit offices. Do 
you think we’re missing things 
because we’re having to rebuild that 
dimension in the Office? 


David Rattray: Absolutely. One of 
the things that is tangible proof is 
the audit notes chapter. We work 
very hard every year to find a dozen 
notes or so, when up until the end of 
the 1960s, annual reports were full 
of authorities issues. I feel they 
would make interesting reading for 
all auditors. Just go back into the 
1950s and 60s reports and see how 
many interesting things we had to 
report. 


Every year we Say we've got to 
develop more audit notes; we’ve got 
to refocus our work. But we just 
don’t have the numbers of people 
trained in authorities auditing. We 
put pressure on people who have 
joined the Office since 1975 to find 
more audit notes. They’re having 
difficulty finding them because for 
the past few years they haven’t had 
the level of training we would like to 
see them have. The new Guide and 
renewed effort in this area should 
certainly turn matters around. 


Development of Part IIIs 


Opinions: During your 
secondment with the Comptroller 
General’s Office (OCG), you were 
part of the group responsible for 
developing the Part IIIs of the 
Estimates. Would you explain why 
the group was set up and what your 
mandate was? How have the Part 
IIIs evolved through the work of the 
group in the years since? 


David Rattray: I went there in 


1980 when the project was first 
launched, and ended up working for 
Len McGimpsey, who at the time 
was an Assistant Comptroller 
General responsible for the Public 
Accounts and Estimates. There was 
a small core team of seven people 
working on the project. We looked 
at the information Parliament 
received, in particular the 
Estimates Blue Book, which is 
today called Part II. We found it 
didn’t serve as a useful 
accountability document for 
Parliament. Parliament didn’t have 
the right type of performance or 
program information. All the 
information was input. There were 
no performance or output indicators, 
and no information on past 
expenditures to permit variance 
analyses or effective parliamentary 
scrutiny of public funds. This Office 
was highly critical of the Estimates 
in one of its earlier chapters on 
reporting to Parliament. 


While I was with the OCG, our 
group spent a lot of time developing 
various models of what the 
Estimates might contain if they 
were to serve as an effective 
document in the accountability 
process. We came up with the Part 
I, II, 11] concept; Part I being a 
higher level government-wide 
document, Part II largely staying as 
the legislative document for 
appropriations, and Part III 
focussing at the departmental and 
program level. I was one of a few 
people who undertook pilot studies. 
I worked on the Surface Transport 
Estimates and on Veterans Affairs. 
They were among the very first Part 
IIIs tabled. 


Parliamentarians said they liked 
them - liked the performance 
information at the program, activity 
and sub-activity levels. There has 
been very little change in the basic 
models since then. Because of this 
work with the OCG, I have always 
had a special interest in this area. In 
the audit work we’ve done on 


National Defence, I’ve kept 
returning to the need for better 
information on expenditures for 
Parliament. We’ve tied many of our 
recommendations back to Part III of 
the Estimates, particularly those 
dealing with major capital projects. 
Its more than likely, with the new 
responsibilities 1am assuming, that 
you will continue to see more of this. 


Opinions: On the whole, the 1988 
chapter on Reporting to Parliament 
gives the Part IIIs a good grade. 
There are suggestions for 
improvements but they are probably 
the most useful information MPs 
receive about the actual operation of 
government, how money is spent 
and so on. 


David Rattray: The Part IIIs area 
big improvement. I think if you talk 
to people who were on the original 
development team, though, they 
would probably indicate some regret 
that improvements haven’t gone 
further. I feel the Part IIIs are 
helpful, but you still have 
parliamentarians saying they don’t 
have enough of the right 
information yet. 


Opinions: There are all kinds of 
political constraints. It’s always 
easier for departments to describe 
outputs than actual outcomes — the 
effectiveness of the program, or 
what it really achieved. 


David Rattray: For most of the 
Part IIIs we got departments to 
display such things as outputs, work 
levels and service levels. But 
because of external constraints we 
were unable in most cases to get 
departments to display impacts or 
outcomes. 


A parliamentarian is obviously 
interested in a program’s impacts, 
its effectiveness. Another 
shortcoming in the Estimates is 
their inability to accurately reflect 
cost in relation to outputs or 
outcomes. There have been 
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attempts by some to allocate cost, 
but in many cases it’s merely been 
an allocation exercise and doesn’t 
always reflect the true cost of 
programs. 


Opinions: You have been very 
involved with the CGAs. Would you 
highlight your involvement? 


David Rattray: When I joined the 
Office I entered the CGA stream, 
and they were very supportive. 
They gave me the avenue and the 
opportunity, and it changed my 
career. I wanted to give something 
in return to the Association. I 
worked at the local level, eventually 
serving as Chapter chairman. Then 
I went on to the provincial level 
serving on several committees. I 
worked on Program 90, which was 
the complete restructuring of the 
course curriculum for CGAs in 
Canada. For the past two years I 
have been a member of the CGA 
Tactical Steering Committee 
involved in discussions on securing 
full public practice rights for CGAs 
in Ontario. 


Whatever I’m involved in, I want to 
work on it and better it. I also 
wanted to give something back to 
the community and have served in 
various capacities with hockey, 
soccer, softball and boy scouts. 


New Directions 


Opinions: Now a final question. 
Seeing how the Office has changed 
since you began working here, what 
do you think the next direction will 
be? 


David Rattray: We may makea 
shift —- the percentages will change — 
but I don’t think the change will be 
great. We will always need the 
people we have now. Whether it’s 
the right mix of accountants and 
non-accountants, I’m not sure. But 
its difficult to predict without 
knowing what skills and persuasion 
the new Auditor General will bring 
to the Office in 1991. The 
complexity of government has 


increased incredibly since I joined 
the Office. We will have to respond. 
The concept of management 
assertions, if tested and accepted, 
will certainly change the nature of 
our auditing. As managers’ roles 
change, we will change. For 
example, the concept of [MAA 
(Increased Ministerial Authority 
and Accountability) changes the 
environment and we will have to 
change our audit approach and our 
skills package. 


Opinions: Raymond Dubois has 
said that there was a time when 
other people were not doing the jobs 
they are now — there wasn’t a 
Comptroller General’s Office, 
parliamentary committees were not 
very strong, and managers did not 
see themselves as having an 
accountability role. Do you think 
we will back out of some areas that 
we got into because there was a 
vacuum, and define more clearly the 
business we should be in? 


David Rattray: I think that’s a fair 
statement. We talk about more 
reliance on other people, such as 
evaluators and internal auditors 
and study groups. We see 
management filling the gap in areas 
like reporting to Parliament, 
producing accountability documents 
other than the Part IIIs. We see 
internal audit in Crown 
corporations being included in the 
mandate, with an active legislative 
role in special examinations. I 
think we have created a lot of this 
atmosphere, through our earlier 
work and studies. We said there 
were things that could be improved. 
Now the momentum is there, and 
others are carrying the ball of value 
for money, better management and 
better accountability. That changes 
how we interact with these people. 
There will be new rules and 
concepts that will result in changes 
in our practices. We may be 
reacting to what others have 
initiated. To get back our 
leadership role, we will have to 
make a big investment. We are 
struggling with decisions about how 
much to put into methodology, how 
much into human resources, how 


ae 


much to take away from the Audit 
Operations Branch. If we want to 
lead, we have to make the 
investment. But do we want to give 
up the level of audit that we do now 
to resume a leadership role? I think 
we have to say to ourselves, are 
there new areas that we should be 
probing into? 


We have to look introspectively at 
our role as auditors and say: how 
far do we venture from our 
fundamental audit role into the role 
of agents of change, influencing the 
management processes and 
practices in government. 


My own feeling is that we should 
push forward. I think we should 
take risks, but I think we should 
know where it is we want to go. At 
this stage we're still exploring, 
experimenting, but we’re not there 
yet in deciding where the next push 
will be. 


David stresses the importance of 
getting first-hand experience from 
people in the field. The Defence team 
recently spent time at the Combat 
Training School, Canadian Forces 
Base, Gagetown, N.B. 


Top: David Rattray with the new 
small arms machine gun. 


Middle: Leopard tank. All the 
equipment pictured are purchases 
audited by the OAG. 


Bottom: Firing a towed Howitzer 
gun. 
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Into a New Year 


We Canadians are profoundly aware of the changing seasons. Our location in the 
northern hemisphere and the severity of our continental climate mean long, hot days 
in summer followed by frigid darkness in the winter months. 


The arrival of the winter solstice and the welcoming of a new year have great spiritual 
and psychological significance for us. The snow will lie over our land until April. It 
will be later still before the leaves come back to our trees. But, already in January, the 
days are lengthening; and we know the promise of new light, of re-awakenings, of 
fresh beginnings. 


As we greet 1989 we convey to all our readers — scattered as they are throughout the 
world — our best wishes; and our trust that their activities will be touched by new 
opportunities, new challenges. Above all else, we ask that all our lives, and those of 
our children, may know the hope and promise of a world at peace. 


Opinions 
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Au moment ou la Loi de 1977 sur 
le verificateur general etait 
deébattue a la Chambre des 
communes et en comité, un 
aspect de cette Loi a suscité 
enormement d’interét : le fait que 
le verificateur léegislatif doit faire 
rapport au sujet de l'économie, 
de |’efficience et de |’efficacite 
des programmes du 
gouvernement et qu’il doit, en 
outre, signaler tout sujet qui, a 
son avis, est important et doit 
étre porte a |’attention de la 
Chambre des communes. 
Comment, des lors, peut-on 
garantir que le veérificateur 
général du Canada, investi d’un 
mandat aussi large, ne s’ingere 
pas dans les affaires du 
gouvernement en faisant des 
observations de nature politique? 


Evidemment, la réponse parait 
simple. C’est le jugement, 
l'expérience et le 
professionnalisme de l’individu 
nommeé veérificateur général qui 
feront qu’il saura trancher. Mais 
je dois avouer qu’apreés avoir 
exerce mes fonctions pendant 
huit ans, je continue de 
demander |’avis de mes 
conseillers chevronnés sur les 
limites a ne pas depasser. 


Qu’il suffise de penser aux 
deficits annuels continus et a 
l’escalade de la dette globale du 
Canada. Pendant ces années ou 
j'ai exerce les fonctions de 
verificateur general, les 
gouvernements qui se sont 
succédé n'ont cessé d’adopter 
des programmes qu’ils ont du 
financer au moyen du deéficit. Je 
sais bien que certains 
economistes professionnels n'y 
voient aucun mal et que le 
recours aux déficits est 
manifestement une question de 
politique. 


Mais comme je l’ai noté dans 
mes rapports de 1987 et de 1988 
au Parlement, les déficits 
nimpliquent pas que des 
chiffres, des dollars et des 
tendances, questions qui sont 
toutes d’ailleurs du ressort 
immédiat d’un vérificateur; le 
déficit federal constitue aussi |’un 
des symboles les plus visibles de 
la performance financiére du 
gouvernement, qui nous renvoie 
aux questions de |’économie et 
de l’efficience sur lesquelles je 
dois faire rapport au Parlement. 
C’est pourquoi, par exemple, je 
nai eu aucune hésitation a 
informer les députés, dans mon 
dernier rapport annuel, des 
conclusions de ma vérification, a 
savoir qu’ils ne recoivent pas 
suffisamment d'information au 
sujet du déficit et de la dette 
ainsi que sur le cout du service 
de cette dette. 


Cependant, la question a une 
plus grande dimension. L’an 
dernier, la Commission 
Macdonald a mentionné que les 
Canadiens s’attendaient a ce que 
les vérificateurs du secteur privé 
des institutions financieres se 
reconnaissent responsables 
envers le grand public. De mon 
point de vue, je crois qu'il y va 
de l’intérét du public de savoir 
que le service de la dette 
consomme déja le tiers de toutes 
les recettes du gouvernement 
fédéral; et que, inévitablement, 
ce cout sans cesse croissant 
empéchera les prochains 
gouvernements de mettre en 
oeuvre de nouvelles politiques et 
de nouveaux programmes 
importants. 


Ces dernieres années, qui ont éte 
prosperes pour la majeure partie 
du monde industrialise, un 

certain nombre de pays ont 
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réussi a éliminer leur deficit ou a 
le contréler. Au contraire, le 
gouvernement et le Parlement du 
Canada ont semble peu enclins, 
jusqu’a tres recemment, a 


s’attaquer a la question du déficit. 


Ce choix est le leur et c’est une 
question de politique. 


Mais en qualité de veérificateur du 
Parlement, il est de ma 
responsabilité de rappeler aux 
députés que le déficit et la dette 
ont une signification : ils 
pourraient handicaper toutes les 
générations futures de 
Canadiens. Et je compte le dire 
précisement, fermement et 
vigoureusement, au cours des 
deux dernieres années de mon 
mandat. 


Hiab 


Kenneth M. Dye, F.C.A. 
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Le Rapport de 1988 
L’accueil des medias 


2 Opinions 


par Desmond Kimmitt, 
directeur principal 


Le 13 décembre 1988, le 
Rapport de 1988 était présente a 
la Chambre des communes. 
Dans le present article, le 
directeur principal Desmond 
Kimmitt analyse les réactions de 
la presse vis-a-vis le rapport 
annuel. 


Dés qu'il recoit le rapport du 
vérificateur general, le president 
de la Chambre des communes 
est tenu de «le déposer devant la 
Chambre des communes 
immédiatement...». Pourvu 
évidemment que la Chambre 
siege. Mais en octobre 1988, 
alors que le dernier rapport de 
Ken Dye était imprimé, les 
députes avaient bien d’autres 
choses en téte : ils menaient 
l'une des campagnes électorales 
les plus difficiles et les plus 
controversees de |’histoire du 
Canada. 


Ce n'est donc pas avant la mi- 
décembre que le Rapport de 
1988 a été depose devant une 
Chambre des communes encore 
préoccupée par le principal enjeu 
de la campagne : |’Accord du 
libre-echange entre le Canada 

et les Etats-Unis. 


Un autre 6événement a aussi 
domine la scene au cours de la 
semaine ou le rapport a été 
presente. La Cour supréme a 
enfin rendu son jugement tant 
attendu sur la loi linguistique 
contestee du Québec; et les 
commentaires que cette décision 
a suscites ont rempli les pages 
des journaux et les colonnes des 
editoriaux de tout le pays. 


Etant donné les circonstances, il 
est surprenant que le Rapport de 
1988 du verificateur général ait 
suscité des lors autant d’attention 
qu'tl l’a fait; surtout, comme les 
médias |’ont tout de suite fait 
remarquer, que le rapport avait 
un ton modéré, du moins de leur 
point de vue. 


Les journalistes ont vite fait de 
remarquer les «histoires 


d’horreur» dont ils avaient besoin 
pour faire leurs manchettes : 


Des millions de dollars 
gaspilles...Des ponts qui ne 
menent nulle part...Revenu 
Canada n’est pas assez dur 
avec les Canadiens qui 
refusent de payer...Le chien 
de garde aux aguets : nos 
aliments sont-ils sains?...Le 
Canada gaspille des millions 
de dollars en aide etrangeére... 
Place du Canada : la dernieére 
histoire d’horreur du 
verificateur géneéral...Dye jette 
un cri d’alarme devant le cout 
du service de la dette...Nos 
foréts : la catastrophe est 
imminente...Les gaffes, les 
vols nous coutent des 
millions...Les militaires 
possedent plus de munitions 
qu’ils n’en ont besoin... 
Rendez-vous Canada, le 
hockey n’a toujours pas payé 
ses dettes...Dye fait allusion a 
des influences politiques a 
Péches et Océans...Le 
verificateur general s'inquiete 
de l’incidence de |’Accord du 
lac Meech...Les contrats 
abusifs font perdre des 
millions de dollars...Des 
erreurs qui donnent des maux 
de téte a |’Assurance- 
chémage... L’'escalade des 
couts du transport 
aérien...Péches et Océans 
acquierent des navires 
incapables de naviguer. 


Intérét manifesté dans 
les regions 


Neanmoins, si l’on en juge par la 
presse, le Rapport de 1988 a été 
tres bien accueilli dans tout le 
pays. De fait, de nombreuses 
parties du rapport intéressaient 
tout particulierement certaines 
regions. 


L’inquiétude soulevée dans le 
rapport au sujet de la 
conservation des foréts 
canadiennes a alimente le débat 
engage entre les défenseurs de 
l'environnement et l’industrie 
forestiere en Colombie- 
Britannique. Le chapitre sur l'état 
des péches de I’Atlantique a 
suscité une forte demande 
d’exemplaires du rapport -- et 
du vidéo traitant du méme sujet 
-- de la part des provinces de 
l’Atlantique. Les critiques 
formulées par le vérificateur 
géneral quant a la construction 
d'un immeuble pour le 
gouvernement du Canada a 
Edmonton ont naturellement fait 
les manchettes des quotidiens de 
cette ville. 


Mais la partie du rapport la plus 
remarquée a certainement été le 
chapitre sur le ministere de 
l'Energie, des Mines et des 
Ressources qui porte sur le 
Fonds de developpement 
Canada-Nouvelle-Ecosse de 
200 millions de dollars -- 
probablement aussi en raison de 
la grande diffusion a la télévision 
du video produit sur le sujet -- 
qui a provoqué la fureur des 
politiciens de cette province. 
Essentiellement, dans ce 
chapitre, le vérificateur exprime 
de sérieux doutes quant a savoir 
si le Fonds a été dépensé bel et 
bien pour mettre en valeur les 
ressources pétroliéres et 
gazieres au large des cotes, 
raison pour laquelle ces crédits 
avaient été votes par le 
Parlement; le rapport permet de 
croire que d’importantes sommes 
ont plutot ete utilisées pour 
amenager des routes, des ponts, 
des systemes d’egout, des 
terminus maritimes et des feux 
de circulation. 


«Nous n’avons pas de compte a 
rendre au Parlement», a rugi le 
premier ministre John Buchanan, 
contrarié. «Nous décidons en 
Nouvelle-Ecosse de quelle 

facon ces sommes seront 
dépensées.» 

(Traduction) 


Roschov, The Edmonton Sun. 


(Traduction) 
Pont 


SPECTeE? “| vid Me 
MENTING} iy ta 
KS 
_| \ 


Construit, inspecté et approuve par le gouvernement. Attesté sécuritaire 


pour pique-niquer. 


Le Fonds de développement fait 
partie de plusieurs programmes 
verifies, qui impliquaient le 
transfert de fonds fédéraux a 
divers gouvernements et entités. 
Mentionnons, a titre d’exemples, 
les ententes sur les ressources 


forestieres, les bandes indiennes, 


les organismes non 
gouvernementaux financés par 
ACDI, les contrats attribués par 
le ministere des 
Approvisionnements et Services 
et le Régime d’assurance 
collective chirurgicale-médicale. 


Le Lac Meech 


Dans le premier chapitre de son 
rapport, Ken Dye fait remarquer 
que le contribuable «meérite de 
savoir si l’'argent est depense 
avec le souci de l'économie, de 
l'efficience et de l’efficacité, que 
cet argent soit deépensé aux 
paliers fédéral, provincial ou 
local» et il ajoute que : 


«L’Accord constitutionnel du 
lac Meech, conclu en 1987, 


pourrait méme donner lieu a 
des ententes plus variées et 
de portée plus vaste en 
matiere de financement 
federal-provincial. Cet accord 
a pour but de «renforcer 
l’harmonie et la coopération 
entre le gouvernement du 
Canada et ceux des 
provinces». En qualité de 
vérificateur général du 
Canada, j’insisterai sur le fait 
qu’une collaboration accrue 
doit aller de pair avec une 
obligation accrue de rendre 
compte de utilisation de 
chaque dollar dépensé a 
méme les deniers publics, en 
vertu de telles ententes». 


Ce commentaire ‘a suscite 
énormement d’attention de la 
part des médias. Bon nombre 
sont d’accord pour que le 
verificateur general élargisse la 
portée de ses verifications. 
Cependant, un éditorialiste du 
journal Le Devoir de Montréal a 
pris une position diameétralement 
Opposee : 


«En réalité, le vérificateur 
canadien entretient de 


grandes ambitions qui en 
disent long sur sa conception 
politique du Canada...On ne 
peut reprocher au verificateur 
du Canada de vouloir suivre a 
la piste les ministeres ou 
organismes fedéraux qui sont 
impliqués dans la mise en 
oeuvre de programmes. C’est 
son mandat et il s’en acquitte 
efficacement. Mais ce méme 
verificateur tombe dans 
l’exceés quand il regrette de ne 
pouvoir contrdler les contrdles 
effectués par les 
administrations provinciales 
chargées de |’exécution de 
programmes finances 
partiellement par Ottawa... 


Manifestement, le verificateur 
général oublie que dans un 
regime federal, le controle du 
pouvoir central doit avoir des 
limites.» 


Felicite pour ses 
commentaires sur la 
dette 


Si les opinions étaient partagées 
quant aux reflexions de Ken Dye 
sur l’entente du lac Meech, tous 
ont applaudi a ses commentaires 
sur la dette et le deficit. Les 
resultats de la verification 
effectuée au ministere des 
Finances concluaient que les 
députés ne recoivent pas assez 
d'information sur la dette 
publique. Fort de ces 
constatations, le verificateur 
général a fait observer - selon le 
texte cité dans les journaux 
partout au Canada - 


«...qu'un gouvernement 
ultérieur pourrait devoir 
consacrer tout son temps et 
toutes ses energies a essayer 
de financer des engagements 
antérieurs et a assurer le 
service de la dette du passe, 
et qu'il ne disposerait que de 
tres peu ou d’aucune recette 
courante pour affronter 
l'avenir.» 


Le Calgary Sun ecrivait que : 


«Rien de cela n'est nouveau 
pour les politiciens fédéraux. 
lls n’ont tout simplement pas 
le courage de faire quelque 
chose a ce sujet. 
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La conférence 
a huis clos a 
l'intention de la 
presse /e jour 
de la 
presentation. 
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«ll reste que seuls la volonte 
et le courage politiques 
sauront endiguer la 
croissance implacable du 
fardeau de la dette au 
Canada,» a déclaré M. Dye 
- et il a tout a fait raison. 


Mais chaque fois que la 
question de la dette fait 
surface, nos politiciens 
s’empressent d’affirmer que 
les Canadiens ne sont pas 
préts a faire les frais d’une 
réduction du deficit. Les 
sondages d’opinion 
publique, font-ils ressortir, 
indiquent que la plupart des 
gens ne consideérent pas la 
dette du gouvernement 
comme sérieuse. 


Foutaises! Les 
contribuables se 
secoueraient et 
reprendraient interét pour la 
question si les politiciens s’y 
intéressaient. Quant au 
principe voulant que les 
reductions de couts 
entrainent automatiquement 
des coupures dans les 
programmes et les services 
essentiels, le rapport du 
véerificateur general 
presente, comme il le fait 
chaque année, une kyrielle 
de sources de gaspillage 
dans les depenses 
gouvernementales. 


Nous handicapons |’avenir 
du pays et s'il existe une 
question plus prioritaire, 
nous ne la connaissons 
pas.» (Traduction) 


Un chapitre marquant 


Mais la presse et la télévision 
canadiennes ont couvert de 
maniére egale une seconde 
dimension du Rapport de 1988 
du vérificateur général. «Dye 
critique, mais loue aussi les 
améliorations apportées a la 
fonction publique» déclarait le 
Globe and Mail au début d’un 
article. Le Globe and Mail 
faisait surtout référence au 
chapitre du rapport qui décrit 
les caractéristiques qui ont 
contribué a la performance 
élevée obtenue par huit 
organisations du 
gouvernement. En outre, les 
éditorialistes et les 
chroniqueurs ont jugé que le 
rapport était globalement 
positif. Un éditorialiste du 
Globe and Mail formulait le 
commentaire suivant : 


«Ce qui est a la fois 
surprenant et agréable ... 
c’est dans l’ensemble, le ton 
relativement modéré du 
dernier rapport de M. Dye 
presenté au Parlement. 
Depuis que son 
prédécesseur avait déclare 
en 1976 que le 
gouvernement avait perdu, 
ou était sur le point de 
perdre le controle des 
deniers publics, on a signalé 
qu’Ottawa avait réalisé des 
progres chancelants dans la 
gestion des comptes. 
Heureusement, M. Dye 
aborde ce rapport sur 


une note optimiste, ce qui 
contraste avec les «histoires 
d’horreur» habituelles.» 
(Traduction) 


On pouvait lire dans le Star 
Phoenix de Saskatoon 


«Compte tenu des 
inquiétudes que soulévent 
inspection des aliments, les 
mesures inadéquates de 
reboisement, les ponts qui 
ne ménent nulle part, il est 
difficile de se rappeler que 
la performance du 
gouvernement s’est en fait 
ameéliorée dans certains 
secteurs. 


Mail il est un aspect du 
rapport annuel, publié cette 
semaine, que les 
contribuables ne devraient 
pas oublier. Le vérificateur 
général laisse entendre que 
l'importante bureaucratie 
fédérale peut dans certains 
cas, étre assez efficiente. Il 
y a donc de l’espoir.» 
(Traduction) 


Les commentateurs n'ont pas 
tous fait l'€loge du rapport. 
L’éditorialiste national en 
matiere de politique du Globe 
and Mail, Hugh Winsor, s'est 
lamente — sous la manchette 
(traduction) «Le pays a besoin 
d'un verificateur general et non 
d'un grand-papa» — II dit, 

entre autres : 


«...le rapport de cette année 
accentuait une tendance 
déja en cours depuis 
quelques années : il montre 
que le vérificateur général 
devient de moins en moins 
un policier et de plus en 
plus un conseiller en 
gestion... 


Cette approche plus 
modérée vise a encourager 
les fonctionnaires a faire 
preuve d’esprit d'entreprise 
et a prendre des risques. Le 
vérificateur general signale a 
l’'avance aux bureaucrates 
qui sont préts a envisager 
de nouvelles facons de 
gérer la machine 
gouvernementale qu’il 
passera outre aux échecs 
inévitables s’ils sont bien 
intentionnés. 


Tout cela fait que M. Dye 
peut paraitre un peu 


— contradictoire — un 
comptable, humain et sensible 
... et cela lui vaudra peut-étre 
la sympathie des mandarins. 
Mais il semble aussi que le 
verificateur general elargisse 
son mandat.» 

(Traduction) 


L’étude des organisations 
performantes a fait l'objet de 
nombreux articles. Mais les 
médias ne semblaient pas savoir 
comment presenter les bonnes 
nouvelles du rapport du 
verificateur general. Quand ils en 
ont parlé, leurs tons étaient 
largement sarcastiques. Ainsi un 
éditorialiste du Vancouver Sun 
titrait : «L’enveloppe, s’il vous 
plait» : 


«Le verificateur général 
Kenneth Dye semble avoir 
adopte un style different de 
celui de ses préedécesseurs 
Les gaspillages et les 
inefficacités sensationnels 
dénoncés dans les rapports 
annuels du veérificateur général 
sont devenus choses du 
passe. 


M. Dye ne craint cependant 
pas de critiquer le 
gouvernement mais il pense 
manifestement que le baton 
n’est pas toujours la meilleure 
facon de susciter des 
ameliorations du rendement. Il 
parseme ses critiques de 
louanges lorsqu’il croit que 
des louanges sont justifiées. 


Cette année, le rapport du 
verificateur général comprend 
un nouveau chapitre qui porte 
sur les organisations 
performantes du 
gouvernement qui, selon le 
vérificateur, ont dépassé 
|’étape de la bureaucratie et 
assurent une gestion novatrice 
et productive des services 
publics. 


M. Dye a dit qu’il comptait 
poursuivre cette idee au cours 
des deux prochaines années 
en étudiant les qualites de 
leadership, les valeurs et 
l’ethique qui constituent une 
importante dimension des 
meilleures organisations.» 
(Traduction) 


Mais d'autres lecteurs ont été 
plus qu’enthousiastes. La forte 
demande provenant 


d'organisations gouvernementales 
du Canada et du monde entier a 
nécessité la réimpression de 
milliers de tirés a part du chapitre. 
Comme nous le signalons dans le 
présent numéro d’Opinions, deux 
pays européens comptent faire 
une étude identique et il semble 
que |’étude du vérificateur pourrait 
bien faire partie des lectures 
obligatoires des programmes de 
deuxieme et troisieme cycles des 
écoles d’administration publique. 


Un rapport fouille 


La session parlementaire a pris 
fin en décembre avec |’adoption 
de la Loi sur le libre-echange. 
Au moment ou la Chambre des 
communes reprendra ses travaux 
en mars, il faudra constituer un 
nouveau Comité des comptes 
publics (CCP) et nommer un 
nouveau président puisque la 
presidente, Aideen Nicholson, a 
été défaite lors de |’élection de 
novembre. Il s’écoulera donc un 
certain temps avant que le CCP 
puisse étudier le Rapport annuel 
de 1988 et les pressions qui 
s’exerceront sur le nouveau 
Parlement limiteront 
vraisemblablement le temps que 
le comité pourra consacrer a cet 
examen 


Mais c'est dommage. Tous 
s'entendent pour dire que le 
dernier rapport du verificateur 


Le directeur 
principal Bill 
Woodley 
clarifie une 
question avec 
des 
journalistes. 


général se préte a une analyse 
approfondie. Il sera interessant 
de voir sur quoi le CCP portera 
son attention. Il se pourrait fort 
bien que ses membres passent 
outre aux «histoires d’horreur» 
évidentes et se concentrent 
plutot sur des questions 
essentielles comme |’ampleur 
insuffisante de la verification des 
marches de |’Etat effectuee par 
le ministere des 
Approvisionnements et Services, 
le manque de coordination entre 
les secteurs Emploi et Assurance 
de la Commission de 
l’assurance-chomage et le 
fardeau de plus en plus grand 
imposé au secteur privé en 
matiere d'information fiscale en 
raison des modifications 
apportées a la Loi de l’impot sur 
le revenu. 


Comme le faisait remarquer le 
Toronto Star : 


«Le meilleur ami que le grand 
public ait en haut lieu, ce n'est 
pas le Pere Noél, mais le 
vérificateur general Ken Dye.» 
(Traduction) 
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Mackinnon, The 
Chronicle- 
Herald, Halifax. 


(Traduction) 
<Ne t'en fais 
pas Ken 
Achete-toi un 
nouvel habit et 
porte-le sur le 
compte du 
Fonds 
développement 
des 
ressources» 
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En reprise... 
Les bandes video 


Depuis deux ans, la Direction des rapports et des communications a 
produit sur bandes vidéo les sommaires de vérifications comprises 
dans les rapports annuels. En 1988, les trois verifications choisies 
sont les suivantes : les organisations performantes; la gestion 
des programmes de contribution fédéraux-provinciaux en 
vigueur au ministere de l’Energie, des Mines et des 
Ressources; les opérations de péches dans Atlantique, 
inspection et services intégrés. Une quatrigme bande présente 
opinion du vérificateur général sur les états financiers. 


Les bandes vidéo étaient prétes pour la séance a huis clos réservée 
aux représentants des médias le jour de la présentation du rapport. 
Non seulement les a-t-on utilisées tout au long de cette matinée, 
mais certaines chaines de télévision en ont projetée des extraits en 
soirée, notamment Radio-Canada. 


immeédiatement aprés la présentation du Rapport de 1988 par le 
président de la Chambre, nous avons installé les bandes sur le 
systeme OASIS (systeme de diffusion interne par cable) de la 
Chambre des communes afin que les députés puissent les visionner 
lorsque le Parlement siégera a nouveau. 


Le BVG avait recu a la mi-janvier plus de 75 demandes de séries 
completes de bandes vidéo ainsi que des demandes pour l’une ou 
l'autre des bandes. Les demandes provenaient de députés, y 
compris le chef de l’opposition, ainsi que de ministéres fédéraux, de 
colleges, d’universités, de postes de télévision et d’entreprises de 
diffusion par cable. 


On retrouve sur la liste de ceux qui ont regu ces bandes divers 
organismes, notamment l'Institut canadien des comptables agréés, 
le Conference Board, le Conseil national des autochtones du 
Canada et le nouveau Musée des civilisations. 


ll est notable que de plus en plus de sociétés du secteur privé 
utilisent des bandes vidéo pour faire connaitre, au cours de leurs 
assemblées annuelles des actionnaires, les principaux points de 
leurs rapports annuels. Le BVG communiquera avec des députés, 
individuellement, afin de savoir si les bandes vidéo sur le rapport 
annuel du Bureau ont la méme utilité pour eux. 


Du nouveau! 


La brochure intitulee 


Points saillants 
a ete jugee excellente 


En 1988, le verificateur general 
a innove en produisant une 
brochure format de poche 
contenant les faits saillants de 
chacun des chapitres du 
rapport annuel. Voici ce qu’en 
dit le Chronicle Herald de 
Halifax : 


«Avec ce mini-volume de 13 
pages, M. Dye est passe 
maitre de la communciation 
de masse. Le mini-volume 
resume le rapport officiel qui 
compte maintenant plus de 
600 pages, et de nombreux 
renvois, ou le lecteur trouve 
rapidement l'information. 
L’auteur, resigne, dit lui- 
meéme que «ce n'est pas un 
document facilement 
accessible.» Mais le travail 
du verificateur est de voir a 
ce que les contribuables en 
aient pour leur argent, meme 
de leur vérificateur. Par 
consequent, reconnaissant 
que «nos travaux de 
verification ne valent que 
dans la mesure ou nous 
pouvons transmettre les 
messages que nous 
vehiculons», il a produit un 
rapport sommaire nécessaire 
que le contribuable moyen 
peut lire et qu’il doit trouver 
le temps de lire». (Traduction) 


Et l’éditorialiste poursuit en 
louant le rapport integral : 


«Ceux qui Suivront son 
conseil et qui liront dans le 
rapport integral les parties qui 
les interessent trouveront que 
M. Dye ne vend peut-étre 
pas tres bien son gros livre. 
Le style en est clair, il fait 
preuve de bon sens et tend a 
étudier d’un oeil critique 
lefficacite de certains gros 
programmes de dépenses, et 
des politiques qui les sous- 
tendent, plutot que de perdre 
son temps a compter des 
trombones.» (Traduction) 


Nouveau produit 
destine aux deputés 


par Mark Hill, 
directeur principal 


Dans l'article qui suit le directeur principal de la 
Liaison avec le Parlement Mark Hill decrit une nouvelle 
possibilité de l’ordinateur gui permet aux députés de 
consulter facilement et rapidement n'importe guel 


chapitre du rapport annuel. 


Lorsqu’il a présente son Rapport 
de 1988 ala Chambre des 
communes, le véerificateur general 
a dévoilé un nouveau produit du 
BVG qui devrait s’avérer utile 
pour les députes lorsqu’ils ont a 
effectuer des recherches. Il s’agit 
d'une version électronique du 
rapport annuel, ainsi que d’un 
progiciel d’extraction de texte, 
d'utilisation facile, qui permet 
d'accéder rapidement a toute 
l'information qui s’y trouve. 


La version electronique du 
rapport annuel s’utilise avec les 
appareils IBM PC/XT/AT, PS/2 
ainsi qu’avec tout matériel 
compatible. Elle comprend cing 
disquettes de 3 1/2", y compris le 
progiciel d’extraction de texte 
(Ful/Text) qu’a mis au point la 
societe Fulcrum Technologies 
Inc. Pour utiliser le progiciel, iI 
suffit de le charger sur un 
appareil compatible avec IBM et 
de suivre a l’écran les messages 
guides-operateurs permettant de 
faire des recherches dans le texte 
a l'aide de mots ou d’expressions 
clés. La partie du texte qui se 
rapporte au sujet de votre choix 
peut ensuite étre affichée a 
l'ecran. Vous pouvez également 
«survoler» les sections qui vous 
intéressent. Il est facile d’utiliser 
le progiciel; une personne qui 
possede les elements de base 
de l’informatique pourra y 
parvenir en 15 a 20 minutes. 


Fondamentalement, le rapport 
electronique permettra aux 
utilisateurs d’acceder rapidement, 
facilement et avec precision aux 
commentaires qu’a formuleés le 
verificateur general sur certains 
ministeres et organismes. On 
peut aussi parcourir le texte dans 
le but d’y trouver des 


commentaires 
sur des 
questions plus 
geénerales, 
notamment 
l'efficience, 
l'environnement 
ou la gestion des 
ressources 
humaines. Les 
députes pourront 
utiliser ce mode 
de recherche 
dans un certain 
nombre de 
secteurs par 
exemple, la preparation en vue 
de leur participation a la période 
de questions au Parlement, les 
reponses a adresser aux 
contribuables et la préparation en 
vue des débats. 


Outre le Rapport de 1988, le 
Bureau a converti a cette version 
électronique les rapports annuels 
qui remontent a 1983. Celle-ci 
n'est pas diffusée a cause, 
surtout, du format; on peut 
cependant y avoir acces par 
l'intermediaire de la Bibliotheque 
du BVG ou de la Direction de la 
liaison avec le Parlement. Elle 
permet de déterminer si, et a 
quel moment au cours des six 
derniéres années, le veérificateur a 
fait des commentaires sur un 
sujet d’intérét en particulier. 
Quant au BVG, cela lui permettra 
de traiter les demandes de 
renseignements avec beaucoup 
plus d’efficience. Par le passé, il 
fallait se fier beaucoup a la 
memoire du BVG; cela pouvait 
étre efficace mais pas 
necessairement efficient ou 
economique (ni rapide). 


Tous les députés et les membres 
de leur personnel ont a leur 


disposition des appareils 
compatibles avec IBM; nous leur 
offrons donc un exemplaire de la 
version électronique du Rapport 
de 1988 dans |’une ou |’autre des 
langues officielles. Nous |’offrons 
également aux groupes de 
recherche au sein des caucus et 
a la Bibliotheque du Parlement. 


Les députés et les membres de 
leur personnel qui ont assisté a la 
seance d’information tenue a 
intention des députés le jour de 
la présentation du rapport, ont 
ete impressionnés par les 
possibilités que présente le 
rapport électronique en tant 
qu’outil de recherche. Il est aussi 
possible de parcourir le texte 
pour trouver rapidement les 
«bonnes choses» que le 
vérificateur a eu a dire au sujet 
d’un programme ou d'un 
ministere en particulier. 


Le vérificateur 
général exhibe 
les disquettes 
du logiciel 
Ful/Text lors de 
la conference 
de presse 
tenue /e jour 
de la 
presentation. 
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Point de vue d'un client 
Entrevue avec Louis Tousignant 
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Louis Tousignant a fait une longue carriére au sein de fa fonction 
publique fédérale. |! a occupé des postes au Secrétariat O’Etat, au 
Secrétariat du Conseil du Trésor, au Conseil privé, au Bureau des 
relations fédérales-provinciales et a l’Office canadien pour un 
renouveau industriel. II était sous-ministre adjoint principal, Services 
intégrés de gestion et de réglementation, au ministere des Péches et 
Océans lorsque le BVG a effectué une verification intégrée de ce 
ministére. Le chapitre 13 du Rapport de 1988 renferme les 
constatations liges au secteur des péches de I’Atlantique. 


John Zegers, directeur principal des Rapports et des Communications, 
a interviewé M. Tousignant pour Opinions dans le but de sonder les 
réactions d'un haut fonctionnaire fédéral dont les programmes ont fait 
l'objet d'une verification de I’optimisation des ressources. Les idées 
exprimées dans cet article sont celles de M. Tousignant et n’engagent 
en rien le Bureau du vérificateur général. 


En décembre 1988, Louis Tousignant quittait le ministeére. I! est 
maintenant directeur régional de l'assurance collective, region de 
Québec, pour la compagnie d’assurance Great-West. 


John Zegers : Quels sont, selon 
vous, les avantages et les 
inconvénients d’étre soumis a 
une vérification effectuée par le 
Bureau du vérificateur général? 


Louis Tousignant : Au cours de 
l'année nous cherchons surtout a 
résoudre les problemes qui 
surgissent. Les vérificateurs, une 
fois sur place, examinent tout et 
soulignent les lacunes ou les 
problemes que connaissent des 
secteurs auxquels les 
gestionnaires n’accordent pas 
une attention particuliére, 
présumant que tout y fonctionne 
bien. C’est la un avantage 
important. 


Nos gestionnaires de 
programmes, dans le cadre des 
verifications, ont l'occasion 
d’expliquer la nature de nos 
programmes a des spécialistes 
de |’extérieur et cela constitue un 


autre avantage. Les verificateurs, 


de leur cote, ont vécu diverses 
situations et peuvent partager 
avec eux des suggestions sur les 
moyens d’ameliorer les choses. 
Grace aux observations des 
verificateurs, nos gestionnaires 
sont en mesure de puiser a 
l’'expérience d’autres personnes 
exercant des activités similaires 
aux leurs, ce qui est évidemment 
utile. 


Passons aux aspects moins 
plaisants et, en premier lieu, a la 
question importante du temps 
qu'il faut consacrer aux 
vérificateurs. Ces personnes, 
lorsqu’elles nous arrivent, ne 
connaissent pas a fond le mandat 
et les activites du ministere. Les 
gestionnaires et employes 
doivent donc consacrer 
beaucoup de temps a leur 
expliquer la mécanique exacte 
des programmes, temps qui 
normalement serait consacré a 
des taches opérationnelles. 


A cela s’ajoute, depuis quelque 
temps du moins, la tendance 
pour les gens du Bureau du 
vérificateur général de non 
seulement centrer leurs 
vérifications sur l’efficience avec 
laquelle sont utilisés les deniers 
publics et sur le respect des 
autorisations régissant cette 
utilisation, mais également de se 
pencher sur l’orientation politique 
qui sous-tend un programme 
donne. Les conclusions 
formulées dans ce dernier cas 
peuvent avoir des répercussions 
a long terme sur ce que nous 
accomplissons. Il nous faut donc 
consacrer beaucoup de notre 
temps a expliquer aux 
vérificateurs ce que nous 
essayons d’accompilir. 


A tout prendre cependant, le 
vérificateur général joue un role 
fondamental et les travaux de 
vérification nous sont d’un grand 
secours lorsqu’il nous faut rendre 
compte au Parlement de nos 
activités. Le rapport de 
verification nous permet de jeter 
un regard objectif et scrutateur 
sur nos programmes, de 
confirmer la reussite de certaines 
interventions et de repérer les 
secteurs qu'il y aurait lieu 
d’ameliorer. 


John Zegers : A qui profitent 
surtout les verifications? 


Louis Tousignant : Je dirais 
sans hésiter qu’elles profitent le 
plus aux cadres superieurs de 
l’administration centrale, ici a 
Ottawa, et aux cadres supérieurs 
des bureaux régionaux. C’est sur 
eux que sont braqués les 
projecteurs. La vérification a 
démontré que, somme toute, 
notre Equipe de direction, dans le 
cas des provinces de |’Atlantique 
cette fois-ci, et dans celui de la 
région du Pacifique il y a deux 
ans, s’acquitte pleinement de son 
mandat. A mon avis, la 
vérification a egalement beneficie 
directement au personnel 
s'occupant de la gestion 
financiere du ministere. 


Le ministere, dans son ensemble, 
en tire profit parce que tous les 
ministeres et tous les 
parlementaires fedéraux jugent 
trés important le rapport du 
vérificateur general. Il s’agit d’un 
document public qui nous permet 
d’évaluer nos activites et, de la, 
notre capacité a reéaliser notre 
mission et a cerner d’éventuels 
problemes. 


Un autre avantage, que certains 
jugeront peut-étre plus 

immédiat, est le fait que la 
verification permet de signaler, a 
juste titre d’ailleurs, le manque 
de ressources dans certains 
secteurs. Cela vient étayer nos 
demandes de ressources aupres 
du Conseil du Trésor. C'est la un 
atout majeur que nous donnent 


les verifications. Les démarches 
faites par un ministere afin 
d’obtenir des ressources pour 
une activite donnée sont souvent 
jaugees avec scepticisme. 


John Zegers : Pour qui la 
verification proprement dite et 
ses resultats présentent-ils le 
moins d’aspects positifs? 


Louis Tousignant : Je crois que 
personne n’y est perdant. Le seul 
point négatif, comme je |l’ai déja 
indiqué, est le temps ou il faut 
empiéter sur notre horaire pour 
expliquer les programmes aux 
verificateurs. 


Le ministere, dans son 
ensemble, en tire profit 
parce que tous les 
ministeres et tous les 
parlementaires 
federaux jugent tres 
important le rapport du 
verificateur général. 


John Zegers : Vous faites 
allusion au temps que vous 
consacrez au personnel du : 
Bureau du verificateur géneral. A 
votre avis, cela rapporte-t-il 

des dividendes? Croyez-vous 
que le personnel du BVG a 
vraiment compris les 
preoccupations et les problemes 
qui sont le fait quotidien de votre 
personnel? 


Louis Tousignant : Oui. Il est 
evident que les membres de 
l'‘equipe qui ont veérifié notre 
ministere comprenaient fort bien 
le genre de pression que doivent 
vivre le ministere et ses clients. 
lls ont donc, dans le chapitre du 
rapport consacré au ministere 
fédéral des Péches et des 
Océans, centré leur attention sur 
des questions essentielles. 


Le recours par le BVG a des 
spécialistes recrutés hors de 
l'‘administration fédérale est un 
autre aspect important de la 
verification. L’equipe des 
verificateurs a compte sur |’avis 
d'un groupe consultatif composé 
non seulement des membres de 
la direction du ministere mais 
également sur celui de 
spécialistes du secteur industriel. 
Il s'agit la d’un aspect important 
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de la vérification puisqu’il permet 
d’en legitimer les conclusions. 


John Zegers : La vérification a 
votre avis a-t-elle porte sur 

des questions importantes? Les 
verificateurs ont-ils examine 
tous les secteurs importants? 


Louis Tousignant : A mon avis, 
la verification a porté sur des 
questions importantes. Un seul 
element a été exclu de la 
verification. Il s’agit de notre 
programme scientifique, lequel 
est tres important. Les membres 
de l’equipe du BVG savaient que 
nos vérificateurs internes 
procedent actuellement a une 
verification approfondie du 
programme d’hydrographie. Ils 
savaient également que nous 
venions tout juste de restructurer 
le secteur des sciences et d’en 
redéfinir les objectifs. L'équipe 
de vérification et la direction du 
ministere ont convenu au départ 
d’exclure ce programme du 
champ de la verification. Ce cas 
mis a part, ils ont fait un excellent 
travail, un examen approfondi 
des activites de surveillance et 
d’application des reglements, des 
services intégrés et du 
programme d’inspection. En ce 
qui a trait aux péches, ils ont 
examine la gestion de ces 
dernieres, |’6mission des permis, 
l’établissement des plans de 
peche, les relations entre le 
ministére et ses clients et la 
transformation de la ressource 
dans les usines. 


John Zegers : Je sais que le 
personnel du BVG a passé pas 
mal de temps a bord des bateaux 
que posséde le ministere a 
s’entretenir avec les pécheurs. 


Louis Tousignant : Oui, ils ont 
interroge des gens de tous les 
niveaux, des agents et des 
inspecteurs des péches 
jusqu’aux directeurs geénéraux 
des bureaux régionaux. Ce 
travail demande une sérieuse 
coordination entre le personnel 
des regions et celui de 
‘administration centrale. Je crois 
qu'il en a été ainsi et que le 
chapitre du rapport l’indique bien. 


John Zegers : Vous a-t-on 
suffisamment permis au cours de 
la verification de formuler vos 
commentaires sur les 
observations et les 
recommandations des 
vérificateurs? 


Louis Tousignant : Oui. J'ai 
insiste, afin d’éviter toute surprise 
aux deux parties, pour que les 
communications entre le Bureau 
du vérificateur général et le 
ministere se fassent par 
l’entremise de mon bureau. 
Dans la plupart des secteurs, 
nous etions déja au fait des 
points signalés par les 
véerificateurs. Par exemple, dans 
le secteur de l’inspection du 
poisson, au moment ou se 
déroulait la vérification, nous 
étions a réaliser un projet spécial 
portant sur la révision des 
procédés d’échantillonnage. Ce 
travail s harmonise avec les 
constatations faites par les 
vérificateurs Ces derniers ont 
également parlé du besoin 
d’ameéliorer les systemes de 
gestion et d'information dans le 
cas du programme d’inspection. 
Nous sommes d’accord avec eux 
et nous sommes a réaliser les 
améliorations qui s’imposent. La 
premiere mesure a prendre 
toutefois - ce que nous avons 
fait l'année derniére - était de 
regrouper les divers programmes 
d'inspection en un seul secteur, 
ce qui a exige beaucoup de 
temps et d’efforts. 


Nous avons releve avec surprise 
quelques petits accrocs aux 
regles. Nous avons constate, par 
exemple, que les autorisations 
utilisées pour la réalisation d’un 
projet de développement 
économique et régional n’étaient 
pas les bonnes. Cela, toutefois, 
ne représentait qu’une tres petite 
fraction de nos activités. 


..le vérificateur general joue un 
role fondamental et les travaux de 
verification nous sont d’un grand 
secours lorsqu’il nous faut rendre 
compte au Parlement de nos 
activités. 


John Zegers : Avez-vous vecu 
certaines frustrations au cours de 
cette vérification? 


Louis Tousignant : Oui, le 
traitement réservé au programme 
d’inspection. Le rapport final est 
assez juste et ne présente pas de 
recommandations particulieres. 
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Nous avons toutefois eu 
beaucoup de difficultés a 
expliquer aux vérificateurs de 
l’6quipe l’enchainement des 
activités liées a l’inspection du 
poisson. La verification a été 
axée sur les lacunes possibles 
que pourraient presenter nos 
procédés d’échantillonnage. Il a 
été difficile de leur faire 
comprendre que les activités 
d'inspection ne portent pas 
uniquement sur le produit final 
duquel sont préleves des 
echantillons, mais que les 
inspections débutent a bord des 
bateaux, se poursuivent avec le 
déchargement, étape ou sont 
ecartes certains produits avant la 
transformation. Il faut egalement 
tenir compte des contréles de la 
qualité qu’effectue a |’intérieur 
des usines le personnel meme 
des entreprises. Nous avons eu 
de la difficulte a expliquer aux 
vérificateurs l’impact relatif de 
l’echantillonnage compte tenu de 
l'ensemble des activités 
d’inspection concues pour 
assurer la qualité et la sécurité 
du produit avant que ne 
s’effectue |’echantillonnage final. 
Finalement, malgré que nous 
jouissions d’une des meilleures 
reputations au monde en ce qui 
touche la salubrité des produits 
et malgré le petit nombre des 
plaintes présentées par les 
consommateurs, ces facteurs 
n’ont pas été jugés pertinents du 
strict point de vue des 
vérificateurs. 


John Zegers : Une des choses 
que j'ai retenues apres avoir lu le 
chapitre, c’est que la tache des 
inspecteurs de votre ministere 
n'est pas facile. 


Louis Tousignant : C’est une 
tache extremement difficile. Le 
niveau des ressources allouées 


pour les inspections depuis les 
années 70 a été plus ou moins 
stable - environ 500 personnes. 
Durant la méme période, le 
nombre d’usines de 
transformation a cru tres 
rapidement. Si j’ai bonne 
memoire, nous faisions affaire en 
1976 avec quelque 1 000 usines 
de transformation alors que nous 
servons maintenant quelque 

1 700 installations et que nous 
ne disposons toujours, a peu de 
chose pres, que du meme 
nombre d’employés. 


Il est evident que les 
membres de I’equipe 
qui ont verifie notre 
ministere 
comprenaient fort bien 
le genre de pression 
gue doivent vivre le 
ministere et ses clients. 


Il a fallu, bien sur, pour atteindre 
un seuil d’équilibre, demander 
aux entreprises d’assumer plus 
de responsabilités. Par 
reglements, nous avons imposé 
des méthodes de déchargement 
et nous avons fixé des exigences 
minimales pour la manutention et 
le traitement de la ressource, 
exigences auxquelles doivent se 
soumettre les entreprises sous 
peine d’amendes ou de 
sanctions. C’était la une facon 
d’éviter une surcharge pour notre 
personnel. En raison de cette 
démarche générale, qui confie 
plus de responsabilites de 
controle a |’entreprise, il n'est pas 
indispensable d’étre sur place 


dans les usines 24 heures sur 24, 
meme si ces dernieres 
fonctionnent jour et nuit. 


ll est evident qu’il faudrait, dans 
le secteur de |'inspection du 
poisson, disposer de plus de 
ressources et le chapitre du 
rapport, a mon avis, admet le 
bien-fondeé de cette position. 
Notre dilemme comme ministere 
est que nous avons atteint, apres 
une restructuration administrative 
et une réduction de leffectif, la 
limite de notre flexibilite. Nous 
avons diminue le nombre 
d'employes dans les secteurs du 
soutien et de l’administration; le 
chapitre indique en fait un effectif 
quelque peu insuffisant a cet 
egard. 


Nous avons tenté de maintenir 
nos programmes operationnels 
au méme niveau qu’ auparavant 
et nous avons méme réussi a 
leur attribuer de nouvelles 
ressources dans certains 
secteurs. Mais, a la verité, nous 
avons perdu, au plan interne, 
toute flexibilite. Nous savons 
qu’il est extrémement difficile 
dans le cadre actuel d’obtenir 
des ressources additionnelles. 

Je ne conteste pas la politique de 
reduction des dépenses, mais 
cela nous force a chercher des 
solutions de remplacement, de 
facon que le gouvernement n’ait 
plus a nous fournir de ressources 
additionnelles. En ce qui a trait a 
inspection du poisson, nous 
avons l’intention d’établir un 
programme obligatoire de 
contréle de la qualité dont le 
secteur privé aura l’entiere 
responsabilité. De cette facon, le 
manque possible de ressources 
gouvernementales sera 
compensé par l’accroissement 
des responsabilites assumeées 
par le secteur prive. 


Somme toute, je crois 
que /a version finale 
du chapitre est juste 
dans son appreciation 
du ministere. Une 
verification comporte 
evidemment des 
difficultes tout au long 
de son déroulement... 
La verification, par 
contre, offre des 
avantages tres nets 
pour les membres de 
la direction... 


John Zegers : Je vous écoutais 
parler et je revoyais la section 
du rapport qui traite de cette 
question. Le texte est d’un ton 
tres positif en ce qui a trait aux 
quelques problemes relevés. 


Louis Tousignant : Cet 
exemple illustre bien ce que les 
verifications peuvent offrir de 
frustrant. Les vérificateurs 
disent, dans cette section du 
chapitre, que nous sommes |’un 
des rares pays a posséder un 
programme complet et 
obligatoire d’inspection, que 
nous sommes en téte du 
peloton en ce domaine et qu’il 
s’agit d'un secteur qui n’offre 
que peu de problemes. Et voila 
pour un des paragraphes. 


lls passent ensuite a la 
dissection minutieuse d’aspects 
plus particuliers qui présentent 
des problemes. Cela tient sans 
doute de la nature méme de la 
verification qui est forcement 


centrée sur les secteurs a 
ameéliorer. Néanmoins, de 
manieére generale, si l’on s’arréte 
a la facon dont le chapitre nous 
traite, le lecteur attentif, a mon 
avis, en degage |’indication que 
nous faisons du bon travail. 


Somme toute, je crois que la 
version finale du chapitre est 
juste dans son appréciation du 
ministere. Une verification 
comporte evidemment des 
difficultés tout au long de son 
déroulement. On aimerait sans 
doute mieux ne pas se poser de 
questions et se contenter du 
train-train quotidien. La 
verification, par contre, offre des 
avantages tres nets pour les 
membres de la direction en ce 
sens qu’apres la verification de 
nos activités sur la cote du 
Pacifique, de nos activités dans 
la region de I’Atlantique, et du 
fonctionnement de notre 
programme d’inspection sur 
l'ensemble du territoire national, 
il semble que les lacunes sont 
rares et que les faiblesses sont 
peu nombreuses. Non seulement 
faisons-nous du bon travail mais 
nous le faisons avec efficacité 
compte tenu des ressources que 
nous octroie le Parlement. 


Le recours par le BVG 
a des spécialistes 
recrutes hors de 
l’'administration 
féedérale est un autre 
aspect important de la 
verification. 


John Zegers : Auriez-vous des 
commentaires a formuler sur les 
recommandations presentées par 
les vérificateurs? Croyez-vous 
qu’elles sont pertinentes? 


Louis Tousignant : Je crois 
qu’elles le sont. Le ministére est 
d’accord avec toutes les 
recommandations mais certaines 
seront plus difficiles a mettre en 
oeuvre que d’autres. Par 
exemple, les vérificateurs 
suggerent quelque part que nous 
tenions davantage compte des 
incidences 6conomiques des 
plans de péche et que nous 
mettions davantage |’accent sur 
la viabilite economique. Nous 
sommes d’accord avec cette 
recommandation, mais cet avis 
ne tient pas compte du fait que 
les plans de péche, dont Il’objet 
est de répartir les ressources 
utilisables entre les groupes de 
pécheurs, sont basés sur des 
contingents remontant loin dans 
le temps et sur des droits établis, 
realite qui se préte peu 
facilement aux changements 
soudains dans un court laps de 
temps. Il peut étre difficile, par 
consequent, de donner une suite 
concrete a cette recommandation 
a court terme. Le principe sous- 
jacent est, bien sur, valable. 
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par Desmond Kimmitt, 
directeur principal 


Tous les ans le vérificateur 
général remet un prix 
d’excellence en reconnaissance 
d’une contribution exceptionnelle 
a l’oeuvre du Bureau. Cette 
année, le comité d’étude a 
décidé de le décerner a la 
Direction des rapports ainsi 
gu’au directeur principal John 
Hitchinson pour leur rendement 
remarquable concernant la 
production du rapport annuel. 
Dans le present article, 
Desmond Kimmitt, directeur 
principal, nous parle de I’éventail 
de gens qui ont contribué a cette 
production. 


L’une des principales fonctions 
du vérificateur général du 
Canada, en vertu de son mandat, 
est de presenter des rapports. 
L’article 7 de la Loi sur le 
vérificateur général commence 
d’ailleurs ainsi : «Le vérificateur 
général prépare a |’intention de la 
Chambre des communes un 
rapport annuel...». 


Un rapport integral 


ll est interessant de comparer les 
rapports des missions 
d’attestation «classiques» aux 
rapports de verification intégrée. 
Dans le premier cas, le rapport 
de vérification présente aux 
actionnaires se limite maintenant 
a une courte déclaration au libellé 
tres précis. Par contre, la 
verification intéegree qu’effectue 
le vérificateur pour le Parlement 
exige qu'il présente une 
description complete des 
questions jugeées assez 
importantes pour etre signalées a 
la Chambre des communes. 
Cette derniere facon de 
proceéder, en fait, remonte aux 
origines de la fonction de 
verification, epoque ou l’on 
s'attendait a rien de moins qu’un 
long rapport. On peut se 
demander si |’ecart entre les 
attentes du public et ce que leur 
livrent les verificateurs aurait 


L'équipe des Rapports recoit 
le Prix d'excellence 


atteint l’ampleur actuelle si les 

vérificateurs n’avaient renonce 

aux rapports décrivant en détail 
leurs constatations. 


Une tache imposante 


Une chose est certaine : la 
préparation d’un rapport integral 
est difficile. En effet, le rapport 
doit rendre compte, avec 
exactitude et impartialite, des 
constatations faites lors de la 
vérification. Il doit étre réedigé sur 
un ton neutre et étre facile a lire. 
Il doit se concentrer sur 
l’essentiel tout en fournissant un 
contexte suffisant. Il doit étre bien 
réedigé, tant en anglais qu’en 
francais, et les deux versions 
doivent contenir exactement la 
meme information. Des 
graphiques et tableaux de qualité 
et des photographies bien 
choisies peuvent agrementer le 
texte. La version finale du rapport 
doit avoir un ton sérieux sans rien 
d’extravagant. Enfin, ce 
document doit étre prét a la date 
limite de présentation ala 
Chambre des communes. 


Les intervenants 


Il n'est donc pas étonnant qu’un 
grand nombre d’employeés du 
Bureau du vérificateur général 
contribuent a la rédaction, a la 
traduction, a la révision et a la 
production du rapport annuel, 
depuis le manuscrit jusqu’au 
texte prét pour la reprographie 
que nous remettons aux Services 
d'imprimerie du gouvernement 
canadien. Parmi les personnes et 
groupes en cause, mentionnons 
les services centraux de 
traitement de texte et d’arts 
graphiques, le photographe du 
Bureau, le service de gestion du 
materiel et les traducteurs du 
Secrétariat d’Etat en poste au 
Bureau. 


Toutefois, la pierre angulaire de 
tout le processus est |’6quipe des 
Rapports de la Direction des 
rapports et des communications. 
L’equipe est composée de 
Desmond Kimmitt, directeur 
principal, de Diane Spratt, 
coordonnatrice des rapports, de 
Lucien Quinty, rédacteur- 
réviseur de langue francaise, et 


Gail Thorson, Gerry Désormeaux et Diane Spratt discutent de |'échéancier 
du rapport. 


de Christine La Salle, 
réedactrice-réviseur qui collabore 
a la revue Opinions, de Gail 
Thorson et de Pat Forsberg 
(aussi en charge de la production 
de rapports sur bandes vidéo), 
redactrices-reviseurs de langue 
anglaise, et de Gerry 
Désormeaux, réviseur technique. 


Un processus qui 
commence tot 


Avant qu'on entame |’étape de la 
redaction, Desmond Kimmitt ou 
l'un des rédacteurs-réeviseurs 
assiste aux reunions des comités 
consultatifs et rencontre chaque 
directeur principal responsable 
d’une mission de verification pour 
discuter d’une stratégie de 
communication. 


Pendant ce temps, Diane Spratt 
assure la liaison avec le directeur 
principal des Opérations de 
verification, John Hitchinson, qui 
a la tache ardue de déterminer 
les dates auxquelles la Direction 
des rapports et des 
communications recevra les 
ébauches des chapitres. 


C’est Diane, surnommeée 
«Roadrunner» ou la jongleuse, 
qui du printemps a |’automne, 
veille a ce que chaque chapitre 
soit acheminé aux réviseurs, aux 
traducteurs et rédacteurs- 


réviseurs, au service central de 
traitement de texte et enfin a 
limprimeur. Cette distribution se 
fait maintenant en grande partie 
par voie électronique grace au 
systeme d’affichage ReportRead 
du Bureau. 


Fidélité aux résultats 
des vérifications 


La tache annuelle de |’équipe des 
Rapports, qui travaille avec les 
auteurs des chapitres des 
Operations de verification, est de 
voir a ce que le rapport presente 
fidelement les résultats des 
vérifications et a ce qu’il en 
rende compte d’une maniere 
efficace. Cette tache, en fait, 
revient aux quatre rédacteurs- 
reviseurs, secondés par des 
redacteurs-réviseurs engages a 
contrat lorsque les contraintes de 
temps sont le plus pressantes. 
Leur travail va bien au-dela de 

la mise en page et de la 
correction des fautes de 
grammaire. «Ce qui se concoit 
bien, s’enonce clairement» disait 
Boileau. Les réviseurs doivent 
donc bien comprendre les 
concepts a la base du message 
que |’auteur de chaque chapitre 
désire communiquer. 


La rédaction et la révision sont 
difficiles et exigeantes. II faut 
toutefois mentionner que la 


Desmond Kimmitt, Pat Forsberg et Christine La Salle assistent a une 
reunion ou l'on discute de production. 


Direction du perfectionnement et 
des methodes professionnelles a 
fortement favorise |’amélioration 
a ce chapitre dans le Bureau. 
Toutefois, méme les meilleurs 
rédacteurs savent qu’ils 
dépendent beaucoup des 
réviseurs de la Direction des 
rapports. En fait, ce sont les 
meilleurs rédacteurs qui 
s'offusquent le moins des 
revisions et méme qui apprécient 
le plus la contribution des 
réviseurs. 


La révision technique : 
un autre aspect 
important 


Une personne dont on ne pourrait 
se passer dans le processus de 
révision et de production est le 
réviseur technique Gerry 
Désormeaux. Il a pour 
responsabilité de confirmer que 
les auteurs ont indiquée 
correctement les sources, 
citations, termes techniques, 
numeéros, montants, renvois aux 
lois, photographies et legendes 
des pieces, et tous les autres 
chiffres et pourcentages figurant 
dans chaque chapitre. 
Qu’entend-on par qualité 
technique? Gerry la décrit ainsi : 
«La qualité technique consiste a 
verifier les chiffres, les montants, 
les faits evoqués, les noms 
officiels ainsi que la terminologie 
qui figurent dans le texte, en les 
confrontant aux documents 
d’origine et en tenant compte de 
la terminologie en usage.» Apres 
avoir verifié l’exactitude de ces 
données dans |’une des langues 
officielles, Gerry doit s’assurer 
que le texte dans |’autre langue 
est fidéle au premier. 


Une année favorable 


En rétrospective, l'année 1988 
s’est avérée une année favorable 
pour l’equipe des Rapports. 
L’année préecédente, de sérieux 
problemes avaient retardée 
certaines verifications et, 
forcément, la redaction du 
rapport. Par la suite, la Direction 
générale des opérations de 
verification s'est engagee a faire 
respecter les délais a |’avenir. 
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John Hitchinson s'est revele une 
aide précieuse pour atteindre cet 
objectif en 1988. 


La directive du verificateur 
general, Ken Dye, demandant 
que les chapitres n’excedent pas 
20 pages dans le rapport final a 
également contribué a améliorer 
la situation. Le systeme 
ReportRead a acceleré le 


processus tout comme le 
traitement ultra-rapide des 
documents au Service central de 
traitement de texte. Mais, le fait 
que Nancy Murphy, auparavant 
directrice principale de l’équipe 
des Rapports, a laissé une 
équipe de rédaction et de 
production hautement 
compétente et dévouée a été le 
facteur preponderant de cette 
réussite. 


Réviseurs a l‘oeuvre 


Afin que les lecteurs aient une comprehension plus juste de la révision, Opinions a demande a deux 
réviseurs, l'une francophone et I’autre anglophone, de nous livrer leurs impressions sur le sujet. Christine 
La Salle, redactrice adjointe d’Opinions et également réviseur de I’equipe des Rapports, et Gail Thorson, 
réviseur de la méme équipe, nous disent comment elles percoivent leur travail. 


Point de vue d’un reviseur de langue francaise 


par Christine La Salle 


Depuis pres de trois ans, je 
travaille au sein de l’équipe des 
Rapports comme adjointe de 
Lucien Quinty. Nous formons 
equipe avec Gerry Désormeaux, 
notre réviseur technique emeérite 
a l’humour vivifiant ainsi qu’avec 
Claire Chabot, une traductrice 
pigiste chevronnee. Nous 
travaillons aussi en collaboration 
avec nos collegues anglophones, 
Gail Thorson et Pat Forsberg. 
Desmond Kimmitt joue le rdle de 
Capitaine, supervise le 
déroulement des operations, 
reconforte le moral des troupes 
et concocte de nouveaux 
stratagemes de communication, 
comme la brochure destinée aux 
députes dont il a lance l'idée. En 
tout temps, Diane Spratt nous 
fournit des services de 
secretariat et coordonne la 
production avec diligence et 
efficacité. 

En parlant avec les gens du 
Bureau, j’ai constaté que la 
plupart ignorent la nature de 
notre travail. Certains 
s'imaginent que nous traduisons. 
Beaucoup de verificateurs ne 
manquent pas de nous taquiner, 
nous traitant de pécheurs de 
lune, de capricieux soucieux 
d’esthetisme et grands amateurs 
de «sparages», ou d’esbroufe. 


Nous ne nous formalisons guere 
de ces clichés mais j’aimerais 
jeter un peu de lumieére sur ces 
idées confuses. Nous ne 
traduisons pas, si ce n'est a 
l'occasion pour rendre service. 
Ce sont les traducteurs detaches 
par le Secrétariat d’Etat qui 
s’acquittent de cette tache 
exigeante. Quant a nous, nous 
revisons, c’est-a-dire que nous 
vérifions la concordance entre le 
texte anglais et le texte francais, 
la qualité grammaticale et 
stylistique des documents, leur 
cohesion et exactitude. Nous 
veillons aussi a respecter la 
politique de communication mise 
en avant par M. Dye, calquee sur 
ce que l'on appelle le «plain 
language» chez nos amis anglo- 
saxons. D’octobre a juin, nous 
revisons des documents 
comptables, notes de service et 
notes de cours traduits pour la 
plupart mais parfois rediges en 
francais. De juin a octobre, nous 
nous attelons a la révision du 
rapport annuel. La le tableau 
change de facon radicale. Le 
rythme devient haletant et passe 
du moderato au crescendo. 


Pendant que la canicule bat son 
plein et que d'autres 
fonctionnaires goutent les délices 
de l’ete, nous révisons deux 
types d’ebauches : celles 
traduites de |’anglais et celles, 
plus rares, redigées en francais. 


Somme toute, en 1988, la 
production du rapport annuel 
s'est remarquablement bien 
déroulée, a toutes les etapes. 
L’equipe des Rapports remercie 
du fond du coeur toutes les 
personnes dévouees qui ont 
contribué a cette réussite. Il reste 
maintenant a répeter ce succes 
en 1989. 


Bien que le travail comporte 
manifestement des similitudes, |! 
presente aussi des differences. 


Les premieres ne posent pas de 
difficultés particulieres, surtout si 
le traducteur connait bien le 
domaine de la comptabilite et de 
la verification integrée. Mais 
l’6cueil majeur demeure les 
nombreuses modifications 
apportees a ces ebauches, a la 
suite des e€changes avec |’équipe 
de la Revision centrale ainsi 
qu’avec les hauts fonctionnaires 
des entités visées. A la premiere 
version s’ajoutent donc souvent 
six a huit versions 
supplementaires. Il faut une 
patience de beénédictine pour 
decrypter les modifications 
souvent manuscrites, que je 
traduis souvent moi-méme pour 
ne pas alourdir inutilement la 
charge des traducteurs. Enfin, 
j'ai parfois impression que mes 
yeux doivent se transformer en 
radars pour ne rien oublier. J’ai 
surnomme Gerry, notre réviseur 
technique, «Oeil de Faucon» car 
il détecte tout. Au cours de la 
révision, je le consulte souvent si 
certaines questions techniques 
m’échappent. Je demande aussi 
conseil a Lucien ou a Claire, 
lorsque je suis en panne 
d’inspiration. Il s’agit vraiment 
d’un travail de collaboration entre 
vérificateurs et réviseurs. 


Avec les ebauches traduites, 
notre tache s’apparente a une 
contre-verification linguistique. 

A cette étape, le texte original est 
en principe exempt de failles 
logiques, car les questions de 
fond ont été resolues par nos 
collegues anglophones qui |’ont 
scrute ala loupe. Mais il n'est 


L'équipe des 
Rapports, de 


Rags ‘ gauche a 
pas a l’abri des erreurs AroHe: Gn 
d’interpretation. Le domaine est arriere : Lucien 
en effet bien circonscrit. De plus, i Quinty, Gerry 
un mot anglais correspond i Désormeaux, 
souvent a plusieurs sens en a Desmond 
francais, d'ou parfois des Kimmitt. A 
glissements. Une fois satisfaite avant: Diane 


Spratt, Christine 


de I’ébauche traduite, je la La Salle et Gail 


présente a l’équipe qui l’étudie 
minutieusement, de concert avec 
un veéerificateur francophone. 
Cette étude terminée, auteurs et 
réviseurs se réunissent pour 
elucider de part et d’autre les 
questions laissées en suspens. 
On s’entend sur la version finale 
qui sera publiée. 


Par contre, avec les ébauches 
rédigées en francais, je dois tout 
autant effectuer une revision du 
contenu que de la forme du 
texte. En possession de 
l’6bauche du directeur principal, 
je donne des conseils sur 
l’enchainement des paragraphes, 
sur le choix des mots et redresse 
une grammaire parfois 
chancelante. C’est la 
qu'interviennent les dons de 
rédacteur et la créativité. Je ne 
pretends pas m’improviser 
verificatrice mais si des points 
me semblent obscurs ou 
illogiques, je le signale au 
reviseur technique Ou aux 
auteurs du chapitre et au 
responsable de la vérification. 


En fait, j'essaie de me mettre a la 
place du simple député qui, lui 
non plus, ne posséde pas 
nécessairement une 
connaissance exhaustive du 
domaine. Ainsi je m’assure que 
le rapport annuel est écrit dans 
une langue simple, dénuée de 
jargon, qui n’est pas accessible 
seulement aux seuls spécialistes. 
Pour ce faire, je m’inspire des 
lignes directrices régissant la 
redaction des lois émises par 
|’Association du Barreau 
canadien et les adapte au 
contexte de la comptabilite. Mon 
mot d’ordre est la simplicite. 
J’évite donc ces longues phrases 


«spaghetti» ou les subordonnées 
s’enchevétrent et ou les idées 
s’embrouillent. S'il me faut a tout 
prix employer un mot technique 
complexe, je propose d’en 
donner une courte définition au 
lecteur. Enfin, je vois ensuite a 
l'uniformite de la terminologie 
que je restreins au domaine 
technique et aux noms de 
programmes et de concepts. Je 
m'insurge en fait contre une 
application servile de cette réegle 
sacreée car loin de rendre le texte 
plus expressif, elle peut 
engendrer de la monotonie. 
Enfin, il m’apparait important 
aussi de bien connaitre le mandat 
du Bureau pour éviter les 
formulations maladroites et les 
impairs sur le plan politique. 


Une fois la révision terminée, 
l’ebauche est ensuite traduite en 
anglais et acheminée a la 
Révision centrale, formée du 
Comité consultatif et d’un 
expert-conseil, Ron Moore. Ils 
fouillent le texte a la lumiere de 
criteres liés a notre mandat et 
examinent les questions de 
verification. L’ébauche du 
chapitre me revient ensuite pour 
une simple correction stylistique 
et grammaticale des 
modifications ajoutées, avec 
redressements factuels et 
corrections de dates et de 
montants, s'il y a lieu. 


Lorsque le réviseur, les auteurs 
et l’equipe de Revision centrale 
sont satisfaits du texte, |’ebauche 
est alors presentee aux 


Ro ee 


WUE Ung, 


Vib ale when's one 


responsables de l’entite vérifiée. 
Apres discussion, on me 
retransmet le texte, avec 
mission d’integrer les 
commentaires de l’organisme 
visé. En bref, bien formuler le 
message, sans trahir la pensee 
des différents auteurs, constitue 
un enjeu souvent difficile, mais 
n’est-ce pas la |’un des défis 
stimulants liés a notre métier? 


Suivent les nombreuses 
relectures et corrections 
d’épreuves. A ce stade, Lucien, 
Claire et moi echangeons nos 
travaux de révision par mesure 
de prudence, pour les voir d’un 
oeil neuf. Nous les confions 
ensuite aux bons soins de Gerry 
et de Diane, qui s’occupent 
notamment des étapes finales et 
matérielles de la production, 
apres la mise sous presse : 
ententes avec |l’imprimeur et 
correction des premieres 
épreuves. 


Un beau matin, Gerry, une 
lourde et précieuse valise sous 
le bras, revient de l’imprimerie, 
souriant. Pendant la redaction 
du rapport, l’éte, 
imperceptiblement, a file. Des 
arbres rougeoyants tournoient 
dans la lumiere d’automne et 
semblent nous convier a de 
paisibles promenades. Mais 
une autre tache volumineuse 
nous attend cette année : la 
révision du nouveau Manuel de 
vérification integrée et d’autres 
documents méthodologiques. 


Thorson. Pat 
Forsberg était 


absente 
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La version d’un reviseur de langue anglaise 


par Gail Thorson 


Presque tous ceux qui rédigent 
un chapitre du rapport annuel 
pour la premiere fois viennent 
trouver les redacteurs et 
rédactrices de |’équipe des 
Rapports en éprouvant de 
l’anxiété, voire méme de 
l'hostilité. L'-une des grandes 
satisfactions liées a notre tache 
est de voir cette situation se 
transformer et un climat de 
confiance s’établir. 


Le succés de l’année derniére 
avait été prévu et, peut-etre 
méme garanti, par la parution au 
début de décembre 1987, d’un 
echeancier mis au point par les 
Operations de vérification, plus 
exactement par John Hitchinson, 
en collaboration avec les auteurs 
des chapitres. Or, ce que nous 
osions a peine espérer advint : 
tous les auteurs ont respecte les 
délais et, en cas de retard, ont 
toujours pris soin de nous avertir 
en temps opportun pour que 
nous puissions mettre 
l’écheancier a jour. 

Pour notre part, nous avons 
communique deux modifications 
aux auteurs au début mars, au 
moment ou ils s’apprétaient a 
réediger les €ébauches des 
directeurs principaux. Ces 
modifications n’ont pas 
exactement ete des mieux 
accueillies au tout début, mais 
elles ont finalement éte 
acceptées et elles ont sans 
aucun doute contribué au bon 
déroulement et au succes de 
l’entreprise. Les chapitres 
devaient avoir 20 pages au plus 
et les principales questions 
devaient étre brievement 
exposeées au début, en rubrique 
(et publiées séparément dans 
une mince brochure). Les 
auteurs ont dd déployer 
beaucoup d’efforts pour atteindre 
une telle concision. Toutefois, 
ces modalités de présentation 
mettaient les chapitres davantage 
a la portée de leurs destinataires 
et facilitaient la révision et la 
traduction des textes ainsi que la 
correction d’épreuves et les 
diverses revisions. 


Au début d’avril, on avait 
pratiquement décidé du choix 
des questions a presenter au 


verificateur général au cours des 
séances d'information. Des sujets 
comme |’état d’avancement des 
travaux de verification, les points 
saillants, les questions d’une 
importance particuliere a 
presenter dans le chapitre 1 
étaient examines au cours de 
séances d’une demi-heure. 


Les dates prevues pour la 
reception des ebauches des 
directeurs principaux se situaient 
entre le début mars et le début 
juin. Elles étaient échelonnées 
de fagcon a nous permettre de 
consacrer a peu pres une 
semaine a chacune d’elles en 
vue de faire une premiere 
révision approfondie. En effet, 
cette étape est la seule occasion 
qui soit donnée au réviseur de 
voir le chapitre d’un oeil neuf et 
de determiner comment il sera 
percu par des lecteurs 
impartiaux. Il vérifie entre autres 
si les arguments sont 
judicieusement exposés, 
appuyeés par des exemples, des 
photos et des graphiques 
pertinents; si les questions les 
plus importantes ont été traitées 
en premier. En effet, plus on se 
familiarise avec un texte, plus on 
a tendance a perdre de vue de 
tels aspects. Par ailleurs, le fait 
d’avoir assisté aux reunions du 
Comité consultatif, a permis aux 
réviseurs de mieux saisir les 
questions de verification et, 
partant, de mieux contribuer a la 
mise au point d’une strategie de 
communication. En outre, ils en 
ont retire une certaine 
satisfaction professionnelle. 


Toutefois, ces grandes questions 
ne suppriment pas l’aspect 
concret de la révision. Le 
réviseur s’assure que |’on 
emploie des verbes directs plutdt 
que des verbes indirects, voit a 
l’harmonie entre les différentes 
parties du texte, a la symétrie de 
la composition, a la concision des 
phrases et enfin, vérifie 
l'exactitude ainsi que l’uniformite 
du style et de l’orthographe. On 
en tient compte de la premiere a 
la derniére étape de la révision. 


Au cours des diverses étapes du 
processus, les equipes chargees 
de la verification assument la 

responsabilité des disquettes du 


chapitre les concernant, depuis 
|’6bauche du directeur principal, 
suivie de l’examen effectué 
successivement par |’equipe de 
la Revision centrale et par les 
spécialistes fonctionnels du 
Bureau, y compris les 
commentaires informels des 
vérifiés, jusqu’au texte approuve 
par le vérificateur général adjoint 
ou par le sous-vérificateur 
général. Chaque directeur 
principal fait habituellement un 
choix parmi les modifications 
suggerees et il indique, au 
besoin, comment procéder. Les 
modifications sont apportées par 
|’6quipe de vérification visée ou 
par son directeur principal. Le 
réviseur peut alors avoir une 
nouvelle version entre les mains, 
passablement remaniee. Par la 
suite, a mesure que les €bauches 
semblent repondre de mieux en 
mieux aux attentes des 
intéresses, la seule révision 
necessaire consistera a soigner 
les details. 


Des que |’ébauche est approuvée 
par le Bureau, la disquette est 
confiée au service de traitement 
de texte qui assure la mise en 
page et incorpore les 
modifications de moins en moins 
nombreuses que les auteurs 
communiquent a Diane Spratt et 
a Gerry Désormeaux. 
Ultérieurement, ce sont ces 
derniers qui, pesant les 
nombreux et subtils «pour et 
contre», doivent prendre la 
décision cruciale de déterminer 
quand un chapitre est prét a étre 
traduit. 


A peu pres a la date de la Féte 
du Canada, c’est au tour du 
service de la traduction de 
devenir le point chaud. Si 
’écheancier a été respecte, 
comme en 1988, et que rien de 
catastrophique n’est arrivé a l'un 
des chapitres, le Service de la 
traduction peut commencer son 
travail aux dates prévues. Les 
réviseurs francais auront alors la 
possibilité d’examiner 
minutieusement chaque chapitre, 
et les sections du traitement de 
texte et des arts graphiques 
auront l’une et l’autre le temps de 
realiser une mise en page et une 
presentation des photographies 
de haute qualité. 


Prix d'excellence a I'équipe 
chargée d étudier les organisations 
performantes 


L’é€quipe qui a mené I’étude sur 
les organisations performantes a 
également obtenu Ie Prix 
d’excellence. Le directeur 
principal Otto Brodtrick, qui a 
dirigeé I'équipe, fait partager aux 
lecteurs d’Opinions certaines 
idées a ce sujet. 


Otto Brodtrick a été tres étonné 
de recevoir le Prix d’excellence 
du verificateur général pour son 
etude sur les organisations 
performantes. Lorsqu’Opinions 
l'a rencontre, il s’est toutefois dit 
enchante, notamment parce que 
le Prix a été décerné a toute 
l’equipe qui a collabore au 
chapitre du Rapport de 1988 
consacré a ce sujet. Par ailleurs, 
bien que le veérificateur général 
se soit toujours montré favorable 
a cette étude «peu orthodoxe», 
les membres du Bureau n’étaient 
pas tous convaincus qu’elle était 
souhaitable ni qu’elle était 
faisable, selon Otto. Or, non 
seulement |’étude a-t-elle été 
terminée mais la remise du Prix 
signifie qu'elle a été approuvée 
plus ou moins officiellement. 


Les opinions étaient €galement 
partagées du cote des médias : 
certains journalistes s’y sont 
vivement intéresseés, allant 
parfois jusqu’a s’enthousiasmer 
pour |’étude, alors que d’autres, 
plus prudents, se sont demande 
s'il etait du ressort d’un bureau 
de vérification de mener ce genre 
d’étude. Ils ont fait valoir que la 
vocation premiere du Bureau du 
verificateur général devrait étre la 
«dissuasion», c’est-a-dire 
déceler les lacunes et les 
faiblesses. Leurs observations 
étaient fondées en partie sur le 
titre abrége de |’etude. Le titre 
original, «Caractéristiques des 
organisations performantes», 
avait été raccourci, car il était 
trop long. Ils ont déduit d’apres 
le nouveau titre que l’intention du 
vérificateur général était de louer 
des secteurs d’activite 


gouvernementale en particulier. 
Le but, en réalité, était de 
comprendre et d’illustrer les 
caractéristiques de la bonne 
performance, de facon a pouvoir 
se faire une opinion plus juste au 
moment des verifications 
périodiques d’optimisation. 


A |’échelle internationale, |’étude 
a recu un accueil extremement 
favorable. La fonction publique 
allemande compte mener une 
étude identique, et le recteur 
d’université qui dirigera les 
travaux est déja venu consulter 
les vérificateurs du Bureau au 
sujet de la méthode employée. 
En février, une délégation de la 
Suéde, composée de hauts 
fonctionnaires, est venue au 
Canada pour étudier |’approche 
de |’étude ainsi que les résultats 
obtenus. De son cdte, 
Organisation de coopération et 
de développement économiques 
(OCDE), qui siege a Paris, a 
indiqué qu’une étude semblable, 
coordonnée a |’échelle 
internationale, devrait étre 
réalisee. Enfin, |’Institut 
international des sciences 


administratives, situé a Bruxelles, 


nous conseille vivement de 
diffuser |’étude a |’échelle 
mondiale. L’auteur n’avait 
nullement prévu un tel succes. 


Quand nous lui avons demandé 
comment l’idée de |’étude lui 
était venue, et comment elle 
s'était concrétisée, Otto Brodtrick 
est remonté a 1987. A son retour 
au Bureau, apres des études a 
Université Harvard, on lui a 
demandé de dresser le plan 
d’une étude touchant l’ensemble 
de l’administration féderale. A 
l’epoque, il s’intéressait surtout 
au concept de «l’efficacité», mais 
il souhaitait l'étendre a la notion 
plus vaste de la «performance». II 
avait €galement constaté que la 
plupart des analystes de la 
gestion s’étaient toujours 
concentres sur |’aspect négatif 
de la performance, et qu’ils 
publiaient des rapports axés 
uniquement sur ce qui ne 
fonctionnait pas. Otto a alors 
suggere qu’il fallait peut-étre 
essayer de s'instruire a partir des 
éléments qui fonctionnaient et de 
diffuser ensuite les 
caractéristiques de la 
performance ainsi dégagées au 


Les 


recipiendaires 


du Prix 


d'excellence. A 


l'arriére, de 


gauche a droite: 


John Burns, 


Donna Jones, 
Lewis Auerbach, 


Morris Miller 


Assis, a /'avant 


Cam Young, 


Otto 


Brodtrick, Esther 


Stern 
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moyen du rapport. Les propos 
tenus lors d’une conférence sur 
la verification interne qui se 
déroulait a Washington lui ont 
confirmeé qu’il était dans la bonne 
voie. En effet, selon l’exposé du 
representant du bureau de 
l’inspecteur général de la 
Tennessee Valley Authority, un 
vaste organisme de services 
publics, il fallait mettre l’accent 
sur la vérification effectuée en 
collaboration avec la direction, en 
vue de créer une meilleure 
organisation. Il s’agit d’un 
revirement par rapport a 
l'approche traditionnelle plutot 
axée sur la critique. Lorsqu’Otto a 
demande, au cours de la période 
de discussion, comment les 
véerificateurs et gestionnaires 
reagissaient a cette nouvelle 
approche, le conferencier a 
repondu en disant : «Nos 
vérificateurs s’opposaient a cette 
étude, et nos gestionnaires n'y 
croyaient pas.» Otto n’a donc pas 
eté surpris de voir que son étude 
suscitait une reaction semblable. 


Dans les discussions qui se sont 
déroulées pendant l'étude, Otto a 
déclaré qu’a son avis, un bureau 
de vérification legislative doit 
contribuer a promouvoir une 
fonction publique «idéale». Selon 
lui, cela signifie une fonction 
publique ou le service s’effectue 
conformément aux criteres 
d’économie, d’efficience et 
d’efficacite et ou les 
fonctionnaires en retirent une 
certaine satisfaction. Autrement 
dit, des services 
gouvernementaux qui servent 
bien le public et qui donnent aux 
fonctionnaires le sentiment du 
travail bien fait. Otto est 
convaincu que les deux elements 
vont de pair, et il est d’accord 
avec |’opinion bien répandue 
selon laquelle : «Les gens se 
montrent plus productifs 
lorsqu’ils savent qu’ils se 
déemenent pour accomplir une 
tache utile». 


Opinions a demandé a Otto si 
d'autres personnes avaient 
participe a l’etude de modeéles ou 
si des influences externes avaient 
joue un role. A cette question 
Otto a repondu en signalant 
l’absence de precedent pour ce 
genre de travail. On ne peut 
toutefois manquer d’évoquer 
l’etude de Tom Peters sur 
Excellence, qui, toutefois, a été 


meneée dans le secteur privé et 
aux Etats-Unis. Au Bureau, 
Cameron Young a joué un role 
important a une etape 
préliminaire de l'étude. Il a été le 
premier avec qui Otto s’est 
entretenu en détail du concept. 
Cam avait redigé une étude sur 
la nécessité d’accorder plus 
d’attention a l’aspect humain de 
la productivite, et l’un et l'autre 
ont acquis la conviction que la 
productiviteé dépend tout autant 
des ressources humaines que 
des systemes. «Le sens de la 
productivité nait dans |l’esprit des 
gens», a écrit Otto sur son 
tableau a feuilles mobiles. 


Par la suite, lorsque le projet a 
pris forme, une petite Equipe a 
ete mise sur pied. A part 
Cameron Young, elle comptait la 
directrice principale Esther Stern, 
M. Lewis Auerbach, du 
Secrétariat du Conseil du Trésor, 
participant au Programme de 
permutation des cadres, et les 
experts-conseils John Burns et 
Morris Miller ainsi que 
indispensable secrétaire de 
l’equipe, Donna Jones. 


L’équipe avait a relever un défi 
qui consistait a élaborer un 
processus d’enquéte pour |’aider 
a déterminer quelles étaient les 
caractéristiques des 
organisations considérees 
comme fonctionnant bien. Selon 
Otto, il s’agissait, en quelque 
sorte, de se jeter a |’eau pour 
apprendre a nager. Pas un seul 
point de depart n’etait evident. 
«Nous faisions notre 
apprentissage en chemin, et 
avancions au gre de 
l’accumulation de nos 
connaissances.» 


L’aspect le plus délicat de |’étude 
était celui du choix des 
organisations. Otto savait que 
|’equipe ne pouvait etre a la fois 
celle qui identifiait les 
organisations «performantes» et 
celle qui confirmait qu’elles 
étaient effectivement. Il a donc 
décidé d’obtenir le consensus de 
collegues, car beaucoup de hauts 
fonctionnaires devaient étre en 
mesure d’affirmer l’existence de 
telles organisations. 


Otto se faisait une idée générale 
de la performance, un concept 
englobant a la fois l’efficience, 
lefficacité, la qualité du service 
et l’aptitude a réagir. 


lvan Head, président du Centre de 
recherches pour le 
développement international 
(CRDI), la directrice principale 
Esther Stern et Joyce Potter, 
vice-presidente des ressources 
humaines et de l'administration, a 
la Societe canadienne 
d'hypotheques et de logement. 


Une table ronde réunissant Gerry 
Berger, coordonnateur fédéral 
des Jeux olympiques d'hiver de 
1988, la directrice principale 
Esther Stern et des membres de 
la delégation suédoise. 


Le conseiller John Burns du BVG, 
Basil Adam, surintendant de la 
Gendarmerie royale, et des 
membres de la délégation 
suédoise. 


Gerry Berger, coordonnateur des 
Jeux olympiques d'hiver de 1988 
pour le gouvernement fédéral, 
Karen Sundberg, 1ére secrétaire 
a l'ambassade de Suéde au 
Canada et un membre de la 
délegation en visite. 


Lorne Kenney, directeur exeécutif du 
Bureau des renseignements sur le 
travail, commente |'étude avec un 
membre de la délegation suédoise. 


Le directeur principal Otto 
Brodtrick, Joyce Potter, vice- 
presidente des ressources 
humaines et de |'administration a 
la Société canadienne 
d'hypotheques et de logement, et 
Ole Ingstrup, ancien président de 
la Commission nationale des 
liberations conditionnelles. 
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Comme exemple, il mentionne 
les restaurants, notamment ceux 
qui incitent a y revenir parce que 
tout y est bien. Il en est de 
meme, suggere-t-il, des 
organisations qui donnent 
limpression generale 
d’accomplir assez bien tout ce 
qui est important et ou tout . 
concourt, en fin de compte, a 
l’atteinte d'une bonne 
performance. 


Au cours de son enquéete 
préliminaire, Otto a obtenu 
quelques reponses négatives : «ll 
n’existe pas de bonnes 
organisations dans la fonction 
publique, elles laissent toutes a 
désirer.» Otto n’était toutefois pas 
convaincu, insistant sur le fait 
qu'il existait des services de la 
fonction publique reconnus 
universellement comme étant 
performants. Ainsi, il est 
possible au Canada, d’obtenir un 
passeport en |’espace d’une 
journée, et en Ontario, 
d’échanger le permis de conduire 
d'une autre province en une 
heure. Et, bien entendu, la 
possibilite de télephoner en 
quelques secondes partout dans 
le monde. Il est donc inexact de 
dire qu'il n’y a rien qui marche 
bien. 


Peu a peu, en parlant a d'autres 
hauts fonctionnaires, Otto a 
obtenu une reaction différente. Ils 
reconnaissaient effectivement la 
presence de services ou «ca 
marche», mais hésitaient a les 
nommer. Selon un sous- 
ministre, cela pouvait s’averer 
embarrassant pour lui de déclarer 
qu'il jugeait qu’un service en 
particulier fonctionnait bien, et 
que, six mois plus tard, pour une 
raison ou une autre, les choses 
se détérioraient. Otto a toutefois 
progressivement dresse la liste 
de quelque deux douzaines 
d’organisations performantes 
suggerées, d’ou il a retenu une 
douzaine sur lesquelles ses 
collegues avaient unanimement 
une opinion favorable, confirmeée 
par la haute direction. Toutefois, 
en raison des restrictions de 
temps et de ressources, il n’avait 
été possible d’inclure que six ou 
huit organisations dans |’etude. 
Otto a ensuite approche les 
directeurs concernés pour voir 
s'ils étaient disposés a participer 
a |’étude projetee, vu qu’elle ne 


pouvait etre menée sans leur 
entiere coopération. Ensuite, la 
liste des huit organisations 
participantes a ete mise au point 
et les travaux ont pu commencer. 


Quand on lui a demande si des 
caracteristiques d’organisations 
performantes qu'il avait jugeées 
importantes au départ ne 
s’étaient pas révélees telles par 
la suite, Otto a repondu qu’il avait 
plutot ete surpris par l’inverse. En 
effet, il avait omis de prendre en 
considération deux 
caractéristiques figurant dans la 
liste des douze organisations, a 
Savoir : une attitude prévenante 
et la poursuite d’un ideal. A son 
avis, la premiere est tout a fait 
remarquable dans une 
organisation. «Mais ce qui l’est 
meme davantage», dit Otto, «ce 
sont les efforts déployés en vue 
d’atteindre cet idéal.» Le sous- 
ministre adjoint (SMA) principal 
de l'une des organisations 
participantes avait expliqué a 
Otto que les employés étaient 
des émules de Platon. Surpris, 
ce dernier s’était exclamé que 
Platon vivait il y a plus de 2 000 
ans. Il avait alors recu pour 
reponse que Platon avait la 
notion de la forme idéale. «Par 
exemple, si on considere ce 
bureau», d’enchainer le SMA, 
«c’est un bureau sur la Terre, 
mais le bureau «idéal» est aux 
Cieux, et cet idéal est la 
perfection absolue. Nous devons 
d’ailleurs tendre vers la 
perfection que nous n’atteindrons 
peut-étre jamais, mais que nous 
continuerons de poursuivre 
assiddment, sans relache». 


Selon Otto, la question la plus 
importante demeurée sans 
reponse a la suite de |’etude est 
de savoir pourquoi ces huit 
organisations sont différentes de 
la plupart des autres, et pourquoi 
elles ont réalisé ce qu’elles ont 
fait pour devenir ainsi. Le défi a 
relever consistera a trouver 
element motivant ou les valeurs 
qui ont poussé un particulier ou 
un groupe a briser la coque 
traditionnelle de la bureaucratie 
et a se transformer. Otto croit 
que c’est une question d’attitude 
mentale ou que cela est du a 
l'ensemble des valeurs qui 
orientent les membres de 
organisation, notamment les 
chefs. 


Mais pourquoi et comment les 
organisations font-elles de tels 
changements? L’hypothese qui 
retient |’attention d’Otto et qui lui 
a été suggérée au cours de 
|’étude n’est pas de constater 
que les huit organisations 
retenues sont performantes, mais 
que chez la plupart des autres, le 
bon rendement a été 
complétement étouffé, et que 
leur performance laisse a deésirer. 
En nous appuyant sur le principe 
que toutes choses étant égales, 
selon cette hypotheése, si on nous 
encourage, nous nous 
€panouissons. Par contre, si on 
nous décourage, nous nous 
détériorons ou demeurons 
médiocres. Otto a affiché sur sa 
porte une lettre du psychologue 
attache a une société américaine 
comptant 300 000 employés. La 
lettre dit que les employés 
veulent sincerement mieux 
travailler et aider leur 
organisation a atteindre ses 
objectifs. Ce qui les freine n’est 
pas |’absence de motivation, 
mais la démotivation qu’on leur 
impose. Le psychologue précise 
qu’il la qualifie ainsi parce que 
c'est le climat de l’organisation 
qui les prive de leur motivation. 


Le but, en réalite, etait de 
comprendre et d’illustrer les 
caracteristiques de la bonne 
performance, de facon a pouvoir 
se faire une opinion plus juste au 
moment des verifications 
periodiques d’optimisation. 


20 Opinions 


Otto partage cette opinion. S’il 
est vrai, dit-il, que les gens 
desirent contribuer a une oeuvre 
qu’ils jugent valable, alors les 
organisations peuvent étre 
congues en vue d’encourager 
cette motivation innee. Autrement 
dit, c’est peut-étre nous- 

memes qui sommes a la source 
des nombreuses lacunes qui 
existent dans nos organisations 
non performantes. 


En réponse a une question 
d’Opinions portant sur l’accueil 
du public au chapitre traitant des 
organisations performantes, Otto 
a évoqué la question posée par 
les médias, a savoir : le 
vérificateur général doit-il mener 
de telles études? En effet, si le 
Bureau a pour vocation de faire 
la vérification de l’optimisation 
des ressources, soit une notion 
positive et un synonyme de 
performance, alors il doit 
connaitre les elements de la 
performance. Otto envisage de 
mener une autre étude découlant 
de la présente : une étude 
«d’étalonnage». Cette fois-ci, les 
efforts se concentreront 
davantage sur les 
caractéristiques de la 
performance afin de dresser la 
liste des «normes» qui pourraient 
s’appliquer a d’autres 
organisations. On pourrait ainsi 
évaluer si elles possedent ou non 
le profil d'une organisation 
performante. 


Otto a conclu |’entrevue en 
parlant de deux réactions 
inattendues, mais bien 
accueillies, des organisations 
participantes. Lorsque, au cours 
de l'étude, l’Equipe commenga a 
faire part de ses constatations a 
la haute direction des 
organisations visées, quelques- 
unes firent remarquer qu’on avait 
parle de leurs caractéristiques 
favorables, mais qu’on n’avait 
pas mentionné leurs lacunes. 
Elles tenaient a connaitre les 
aspects qu’elles pouvaient 
ameéliorer. Cette réaction illustre 
parfaitement la caractéristique du 
mieux faire dans une organisation 
«en apprentissage et en devenir». 
Autrement dit, l'étude elle- 
méme a été le catalyseur d’une 
transformation favorable dans les 
organisations. L’autre réaction, 
tres differente, mais néanmoins 
aussi importante, concernait 
certaines des mesures positives 
que prenaient d'autres 
organisations. En visionnant la 
vidéocassette sur le chapitre du 
rapport, le directeur exécutif de 
l'une des organisations visées 
par |’étude a observé la facon de 
procéder des autres qui avaient 


recours a des mesures 
auxquelles il avait songé, mais 
qu’il ne se sentait pas prét a 
mettre en oeuvre. Or, en voyant 
qu’elles étaient appliquées 
ailleurs, il s’est alors senti plus 
sur de lui pour agir de la méme 
facon. Ici, selon Otto, le simple 
fait d’avoir enregistré les 
constatations de |’étude sur 
vidéocassette a permis aux 
intéressés de voir ce qui se 
faisait dans d’autres 
organisations et de se sentir 
fortement motivés pour leur 
emboiter le pas. 


Les organisations visées par 
étude étaient, bien entendu, 
enthousiasmées par le résultat, 
tout en souhaitant faire mieux 
encore. Par ailleurs, d’autres 
organisations auraient voulu faire 
l'objet de I’étude, vu qu’elles sont 
performantes. Et d’autres encore 
soignent actuellement leur 
performance en vue de faire 
l'objet d’une étude semblable qui 
serait menée ultérieurement. 


Otto a souligné de nouveau qu’il 
ne fallait pas oublier que |’étude 
visait non pas a louer certaines 
organisations, mais a déterminer 
quelles étaient les 
caractéristiques communes des 
organisations considérées 
comme performantes, et a le 
demontrer. D’ou le titre original 
de l'étude : «Caractéristiques des 
organisations performantes». On 
a surtout mis l’accent sur les 
caractéristiques de la 
performance et, a un moindre 
degré, sur les organisations qui 
les affichent. 


Man kani Kanada 
Ils savent faire les choses 


au Canada. 


Le present article a d’abord paru 
dans Hanti-Verket, /a 
publication interne du Bureau 
suedois de /a verification. Nous 
remercions vivement Arne Flaten 
gui I'a traduit du suédois et 
David Marshall qui I'a fignole. 


Entre les 18 et 23 septembre 
1988, le Bureau suédois de la 
verification (RRV) a regu une 
délégation du Bureau du 
vérificateur général du Canada 
(BVG). Le RRV avait invite, en 
mars, des repreésentants du BVG 
a venir donner un cours sur 
l'utilisation du progiciel IDEA qui 
est, comme vous le savez, un 
programme d’extraction et 
d’analyse de données 
comptables. Par la suite, il a été 
décidé qu’en plus de donner le 
cours, le BVG présenterait sa 
facon d’utiliser l’informatique 
ainsi que les expériences vecues 
a ce titre. 


La délégation canadienne était 
presidée par Larry Meyers, 
sous-verificateur général. Il était 
accompagné de deux membres 
de la Direction de la vérification 
informatique du BVG : David 
Marshall, vérificateur général 
adjoint, chef de cette direction, et 
John Proudfoot. 


Le cours comportait des 
seminaires et des discussions 
libres avec des employes du 
RRV, notamment de la section 
informatique. Quelques jours plus 
tard, on a donné a tous les 
employes et aux cadres un 
apercu de |’utilisation des 
ordinateurs au BVG. Le cours sur 
le progiciel IDEA, qui a duré deux 
jours et demi, a été dispensé a 
15 employes de différentes 
directions générales et a un 
visiteur du Bureau norvegien de 
la verification. Comme plusieurs 
participants ne connaissaient pas 
du tout le progiciel IDEA, il a fallu 
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traiter des notions de base; par 
contre, ceux qui le connaissaient 
ont pu recevoir nombre de 
conseils et de nouveaux 
exemples. 


Larry Meyers, qui était venu au 
RRV il y a dix ans, lors de la 
reorganisation du Bureau du 
verificateur général, a également 
rendu visite au vérificateur du 
Parlement suédois et s’est rendu 
a |’Institut suédois des 
vérificateurs autorisés. 


Plusieurs des employes du RRV 
ont eu l'occasion de mieux faire 
connaissance avec les membres 
de la delegation canadienne lors 
de déjeuners, de diners et 
d’excursions organises au cours 
de la semaine. On peut mesurer 
les resultats d’une telle visite 
sous bien des aspects. Le plus 
important est qu’elle a confirme 
que les deux organismes sont 
fortement intéressés a coopeérer. 
Le RRV et le BVG étudieront la 
possibilité d’un echange. En ce 
qui concerne le RRV, Kjell 
Larsson et Bo Sandberg 
présenteront bientdt une 
proposition a la direction. 


Autre résultat digne de mention : 
nous avons pu partager nos 
experiences dans le domaine de 
informatique et faire mettre a 
l’6preuve notre concept par les 
utilisateurs qualifiés que sont les 
vérificateurs du BVG. 


Tout compte fait, les Canadiens 
ont fait |'eloge de notre travail, ce 
que Lars Lundgren et les autres 
employés de la section 
informatique ont grandement 
apprécié. Evidemment, nous 
avons été encourages de maintes 
autres facons. Le modele 
Canadien pourrait donc nous 
servir de point de comparaison 
lorsqu’il s'agit d’évaluer nos 
progres. Il est toujours bon de 
savoir ou |’on se situe. 


Eric A. Anttila 


Eric A. Anttila a recemment été 
nomme directeur principal, au 
sein de la Direction de la 
vérification informatique, 
Direction générale des operations 
de vérification. 


Eric est diplomé en 
mathématiques de |’université de 
Waterloo. Avant de joindre de 
fagon permanente les rangs du 
Bureau, il a, par l’intermédiaire 
du Programme de permutation 
des cadres, travaillé au sein de la 
Direction de la verification 
informatique ou il assumait un 
poste de directeur. Il était alors 
engage dans des travaux de 
mise au point de nouveaux 
systemes pour le Bureau. 
Auparavant, Eric a acquis une 
grande experience dans divers 
domaines techniques liés a 
l’extraction de textes et a la 
bureautique. A titre de vice- 
president de la Nabu 
Corporation, il a dirigeé une 
e€quipe de quelque 65 
réalisateurs et ingenieurs qui 
travaillaient aux premieres 
applications commerciales de 
techniques, misant a la fois sur 
les communications par satellites, 
les telecommunications et les 
communications par cable vidéo 
afin de créer une liaison 
interactive entre ordinateurs 
personnels et reseaux de 
télévision. Cette technique est 
actuellement utilisée au Japon. 


Eric sera le directeur principal 
responsable des Techniques 
d'information a la Direction de la 
vérification informatique. ll sera 
chargé de |’élaboration de tous 
les systemes ainsi que des 
activités de soutien informatique 
fournies par la Direction. 
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Le progiciel IDEA, 
une idée, ah! vraiment pratique 
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par Clive Malcolm 


Le progiciel IDEA fut concu au 
départ par le Bureau du 
vérificateur général du Canada. 


Clive Malcolm est un associé du 
cabinet d’experts-comptables 
Clark Whitehill de Londres, en 
Angleterre. M. Malcolm a charge 
des services de verification 
informatique. 


Opinions reproduit ici, avec 
l'accord d’Accountancy Age, un 
article de Clive Malcolm qui a 
d’abord paru dans le numéro du 
15 septembre de cette revue. 


Clark Whitehill est un cabinet 
d’experts-comptables de taille 
moyenne dont la gamme de 
clients est fort varige. Aussi nous 
utilisons depuis de nombreuses 
années des techniques de 
verification informatisee (TVI), 
nous servant le plus souvent d’un 
logiciel «maison» ou des 
programmes utilitaires qu’offre le 
systeme informatique du client. 


Nous étions depuis quelque 
temps a la recherche d'outils qui 
nous permettraient d’appliquer 
les TVI aun plus grand nombre 
de verifications, qui nous 
affranchiraient de l’obligation de 
faire tourner les TVI sur 
l’ordinateur du client et de la 
necessite d’apprendre comment 
utiliser une foule de progiciels. 
Nous voulions des outils qui 
donneraient plus de flexibiliteé aux 
équipes de verificateurs 
travaillant chez le client et qui 
permettraient de reduire les 
couts des verifications. 


Certains cabinets ont tenté de 
creer leur propre logiciel 
puisqu’on ne trouve pas sur le 
marche beaucoup de materiel qui 
convienne. Il y a quelques 
progiciels utilisables avec un 
micro-ordinateur qui peuvent 
repondre a nos besoins, 
notamment les progiciels IDEA, 
ACL et EASYTRIEVE PLUS PC. 
Nous désirions que les 
verificateurs utilisent plus de TVI. 
Pour nous, le progiciel IDEA 


semblait l’outil qu'il nous fallait 
puisqu’'il n’est pas besoin d’étre 
spécialiste pour |’utiliser. 


L’IDEA (Interactive Data 
Extraction and Analysis - 
Procédé interactif d’extraction et 
d’analyse des données) est un 
outil informatique qu’utilisent les 
comptables, les vérificateurs (des 
services internes et de 
l’exterieur) et les administrateurs 
financiers. Ce progiciel est 
simple a utiliser et il est 
également puissant. Il permet a 
son utilisateur d’extraire et 
d’analyser des données a l'aide 
de divers appareils : ordinateurs 
universels, mini-ordinateurs et, 
bien sur, micro-ordinateurs. Il 
permet de manipuler des 
données d’une manieére qui, 
jusqu’ici, exigeait une solide 
connaissance de la 
programmation informatique. 
Concu au départ par le Bureau 
du véerificateur general du 
Canada, il fut par la suite adapté 
aux besoins du secteur 
commercial par I'Institut canadien 
des comptables agrees du 
Canada (ICCA). La réputation de 
ce produit, dans le monde, ne 
cesse de s’étendre. 


Il y a pres d’un an, nous nous 
sommes procure le progiciel et 
apres plusieurs essais, nous 
avons constateé que nous 
pouvions extraire des données 
dans une vaste gamme de 
systemes informatiques et que 
nous pouvions avoir acces a 
cette information grace au 
progiciel IDEA. Nous avons 
utilisé des disquettes comme 
support d’échange et le code 
ASCII comme langage de 
transfert. Dans les cas ou existait 
déja un lien entre micro- 
ordinateur et ordinateur universel, 
nous avons pu extraire des 
fichiers a partir des systemes 
suivants : un systeme 38 IBM, un 
DEC MicroVAX, un DEC 10, un 
McDonnell Douglas 9000 et un 
mini-ordinateur de Texas 
Instruments. Dans le dernier cas, 
il y a eu transfert de fichiers sur 


bande a un IBM 3090 puis un 
transfert final a un ordinateur PC. 
Dans le cas du DEC 10 et du 
McDonnell Douglas, nous avons 
effectué le transfert de données a 
l'aide de notre propre ordinateur 
PC, doté d’une carte d’émulation 
de terminal. 


Dans tous les cas, le fichier 
obtenu était alors «importe» dans 
le systeme «IDEA», une fois 
l’enregistrement defini. Ce 
processus de définition a été 
grandement facilité par le 
progiciel IDEA lui-méme. La 
version améliorée (3.1) a permis 
d’effectuer le travail encore 
beaucoup plus rapidement. 


Nous avions la la preuve qu'il 
était possible de prélever des 
données dans toute une gamme 
de systemes. Nous songeons 
maintenant, en outre, a utiliser un 
dérouleur en continu branche sur 
un micro-ordinateur de maniére 
a pouvoir recevoir des données 
de sources avec lesquelles un 
branchement direct ne peut étre 
obtenu. Une fois les données 
«importees» a l'aide du progiciel 
IDEA, il nous a été possible de 
faire la conciliation des données, 
d’équilibrer et de manipuler 
chaque fichier. Les fonctions 
utilisées étaient les suivantes : 


@ Extraction dans le fichier 
d'origine d’un sous- 
ensemble d’enregistrements a 
l'aide de regles précisées par 
l'utilisateur d’une maniere 
facile a comprendre. 


e Calcul du total et analyse du 
fichier d'origine ou des 
données extraites de ce 
dernier. 


@ Classement par ordre 
alphabetique ou numérique, 
ou par ordre croissant ou 
décroissant, a |’aide d’au plus 
quatre clés d’enregistrement 
préalablement choisies, avec 
la possibilite de contréler les 
vides dans les séries ou de 
relever les enregistrements en 
double. 


e@ Etablissement d’echantillons 
d'enregistrements preleves 
dans un fichier, a l'aide de 
methodes d’echantillonnage 
probabiliste ou 
d’echantillonnage statistique et 
utilisation d'un systeme d'aide 
pour la planification de la taille 
des eéchantillons et pour 
l'évaluation des erreurs 
relevees dans les echantillons 
representatifs. 


e@ Manipulation des données 
dans le fichier d'origine afin de 
produire de nouvelles zones et 
de nouvelles valeurs, par 
exemple calculer la valeur des 
stocks, a partir des unites et 
du cout unitaire pour verifier 
les multiplications. 


e Classement chronologique des 
enregistrements d'un fichier 
en respectant les intervalles 
preécises par l'utilisateur et en 
se basant sur les dates 
contenues dans les 
enregistrements. 


Ces caractéristiques nous 
aideront a verifier des sous- 
programmes importants et 
permettront au veérificateur en 
mission de repérer des 
operations inhabituelles dans un 
fichier ou de relever les 
enregistrements non 
representatifs de la population a 
laquelle ils appartiennent. 


Nous prévoyons désormais 
utiliser le progiciel IDEA pour 
effectuer des travaux pour 
lesquels auparavant il n’etait ni 
pratique ni economique d'utiliser 
des TVI. Il existe une version 
ameliorée du progiciel, la version 
3.1, dont la vitesse d’execution 
est trois fois plus rapide que la 
version precedente, et nous 
l'utiliserons avec des ordinateurs 
portatifs Toshiba T5100. Avec 
ces appareils dotes du 
microprocesseur 80386 dont la 
vitesse est de 16 MHz, nous 
disposons d’une vitesse de 
traitement avantageuse et 
nécessaire pour |’utilisation des 
fonctions de manipulation de 
grands contenus, par exemple 
«limportation» ou «l’exportation» 
des données, qui demandent la 
transcription de tous les 
enregistrements ou |’accés a tous 
ces derniers. 

Lors d'un premier essai sur le 
terrain, un prelevement de 


données, effectue 
avec un ordinateur 
Amstrad 1640 et la 


version 3.0 du E; 


progiciel, a duré, 
sans surveillance, 
deux heures et 
quinze minutes. 
Ce méme essai 
effectué avec un 
appareil Toshiba 
et la version 3.1 a 
permis de reduire 
la durée du 
traitement a seize 
minutes. 
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INTERACTIVE DATA EXTRACTION and ANALYSIS 3.1 
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Il faut, puisque 
l'appareil est 
laissé sur place 
sans surveillance 
tant que le 
prelevement n’est 
pas terminé, que 
le client ait 
l’assurance que 
ses données sont 


protegees, surtout s’il s’agit de 
données a caractére personnel. 
C’est pourquoi nous utilisons un 
programme suppléementaire de 
protection afin d’interdire tout 
acces non autorisé aux données. 
IDEA est facile a apprendre et a 
utiliser. Nous nous attendons a 
ce que des spécialistes de 
informatique recueillent les 
données auprés des clients et 
s'occupent de leur importation. 
Une partie de ce travail, 
cependant, pourra dans |’avenir 
étre confie au personnel en 
mission aupres du client. 


Nous croyons qu'il reste certains 
points du progiciel a ameéliorer. 
Jusqu’a maintenant I'ICCA a 
prété |’oreille aux demandes 
d’amélioration et a déja donne 
suite aux premieres de ces 
demandes en produisant la 
version 3.1, la version la plus 
recente du progiciel, qui prévoit 
l'utilisation des programmes sur 
écran-couleur. Son personnel 
est a preparer la prochaine 
version. Parmi les améliorations 
prévues, a ce que nous avons pu 
savoir, il y aurait la possibilité 
d’utiliser le progiciel avec le 
systeme d’exploitation OS-2 
ainsi que les possibilites d’utiliser 
pleinement la capacite du 
microprocesseur 80386 et 
d’effectuer une réécriture pour 
effacer tous les codes qui ne 
sont pas du Langage C, ce qui 
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devrait permettre d’accélérer 
encore davantage les opérations. 
Nous sommes satisfaits, de 
maniere générale, du progiciel 
IDEA et du fait que ICCA veut 
qu'il demeure un produit de trés 
grande quailite. Il est evident que 
l’'acces aux fichiers plus vastes 
demande un certain temps. 
L’utilisation de microprocesseurs 
plus rapides réduira certes ce 
temps d’attente mais ne pourra 
l’éliminer completement. (Nous 
prevoyons restreindre l'utilisation 
du progiciel a «l’importation» de 
fichiers ne dépassant pas 15 a 20 
meéga-octets.) Le progiciel IDEA 
dispose d’excellents contréles 
qui empéchent de nombreuses 
erreurs d’étre commises, par 
exemple la modification ou 
effacement accidentel 
d’enregistrements du fichier 
d’origine «importe» par 
l'utilisateur. Nous espeérons, au 
fur et a mesure que le produit 
évolue, voir s’ajouter au progiciel 
d’autres possibilités qui lui 
donneront ces mémes capacites 
de fonctionnement que nous 
offrent les logiciels utilises avec 
les ordinateurs universels. 
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Canadians pay taxes at the 
federal, provincial, and local 
levels. The average Canadian 
now pays over fifty cents out 
of every dollar earned to two, 
three, and sometimes four 
governments. Two things are 
certain. First, whether the 
money goes to the 
Government of Canada, to a 
province, or to a district or 
municipality, it’s the same 
individual who is paying. 
Second, taxpayers have the 
right to know that their money 
is being spent in the ways that 
their elected representatives 
intend; and that their taxes are 
being used as economically, 
efficiently and effectively as 
possible. 


Comprehensive auditing is 
designed to provide that 
assurance; and it is 
encouraging that the value-for- 
money component of 
comprehensive auditing is 
mandated not only at the 
federal level, but is also built 
into the audit legislation of 
most provinces, and now is 
employed by municipalities. 
Soon | hope other publicly- 
funded institutions like 
universities and hospitals will 
also follow suit. 


However, as legislative 
auditors, we have a 
responsibility to make sure that 
there are no gaps. My 
particular concern is with the 


very large amounts of money 
that flow from Ottawa to the 
provinces, to industry, and to 
other non-governmental 
organizations. Several of our 
1988 audits revealed that 
Members of Parliament, and 
indeed Canadian taxpayers, 
have little assurance that these 
funds are being used in the 
ways that Parliament intended; 
or that they are being spent 
cost effectively. 


What | believe is needed is an 
improved co-operative 
monitoring, whenever federal 
money is spent together with 
provincial and local 
governments; to make sure 
that taxpayer dollars are being 
spent prudently and in 
compliance with the rules. 


Fortunately, in Canada, there 
has been a strong tradition of 
communication and co- 
operation between auditors at 
the various levels. However, 
the time has likely arrived 
when we must develop a more 
structured partnership. 
Federal, provincial and 
municipal auditors need to 
understand exactly what their 
colleagues are covering, and 
not covering, in their audits. 
Mutual reliance can avoid 
duplication of efforts, protect 
program managers from an 
excessive burden of over- 
auditing, and -- most important 
of all -- ensure that there are 


From the Corner Office 


no gaping holes in the audit 
framework. 


Canadians are entitled to know 
that their taxes are being spent 
as intended; and that they are 
receiving full value for each tax 
dollar, so | think it is time we 
seriously consider the notion 
of a single audit concept, 
where all stakeholders are 
satisfied by one audit exercise 
that meets their universal 
needs. 


Hi 


Kenneth M. Dye, F.C.A. 
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Can We Achieve Well-Performing 
Organizations in Government? 
The 1988 Auditor General’s Report Says Yes 


2 Opinions 


by Claudia Chowaniec 


Claudia Chowaniec is 
Managing Partner of 
PRECEPT Consulting based in 
Ottawa, Ontario. She works 
with organizations to introduce 
participative management 
practices in order to improve 
performance and service to 
the client. She is a member of 
the Organization Development 
Canada Network, and 
organized a workshop in 
February 1989 for this group. 
In this article she summarizes 
the workshop presentations 
and discussions. 


Can we achieve well- 
performing organizations in 
Government? This theme 
attracted line managers, 
planners, human resource 
specialists, communications 
experts and program 
evaluators to a half-day 
workshop sponsored by the 
Organization Development 
Network (Reseau O.D. 
Canada Network). 


Participants came to find out 
more about the Office of the 
Auditor General’s study, and 
how each of them could play a 
role in getting positive change 
started in their organizations 
and where to look for support 
and guidance. 


Otto Brodtrick, who designed 
and managed the revealing 
and timely study of well- 
performing organizations in 
government (see Opinions, 
Spring 1989), opened the 
workshop. He explained to 
participants why he believed 
the study was so important in 
its implications for managers 
who want to work towards 
“high commitment" 


organizations. Otto spoke of 
why the study was undertaken, 
how the particular organizations 
were chosen for in-depth 
analysis, and what the study 
revealed about these 
organizations and their working 
environments. 


Otto introduced the senior 
managers from two of the eight 
organizations selected for in- 
depth review by the study team 
-- Ole Ingstrup, at the time 
Chairman of the National 
Parole Board, now 
Commissioner of Correctional 
Services Canada, and Gaylen 
Duncan, Senior Vice-President, 
Corporate Resources, Canada 
Mortgage and Housing 
Corporation. 


These two leaders, each with a 
very different management 
style, manage organizations 
that are different in structure, 
size, and purpose. They gave 
the group lively and personal 
accounts of the features they 
believe distinguish high 
performing organizations and of 
how each guided his 
organization to this 
achievement. 


Ole Ingstrup spoke of the 
problems he had when he 
arrived at the Parole Board in 
getting accurate, up-to-date 
information about the Board’s 
goals and problems. People 
had no pride in the organization 
and no confidence that they 
were doing the right thing in 
releasing individuals on parole. 
He spoke to staff and Board 
members across the country, 
where he discovered that they 
really did care. They were 
committed. They wanted to be 
proud of their work. 


His first step was to initiate a 
strategic planning exercise, 
starting with a clarification of 
the values of the organization. 
What is important to achieve? 
What do you have to do to 
achieve it? What are we in 
business for? How can we 
improve? 


In a way, the answers are 
simple, which is not to say that 
they are easy to achieve. Ole 
quoted some guidelines from 
"All | need to learn, | learned in 
kindergarten" (an excerpt from 
Robert Fulghum’s Ramblings of 
a Unitarian Minister): 


Play fair; 

don’t hit people; 

share everything; 

clean up your Own mess; 

put things back where you 
found them; 

say you’re sorry when you hurt 
someone; 

say thank you when someone 
gives you something. 


Out of this exercise a mission 
statement was developed for 
the Parole Board. "! gathered 
my managers in a room and 
told them, ‘We are going to 
write a mission statement.’ | 
wrote some words on the 
blackboard and said, ‘This is 
what | think our mission 
statement should be.’ That got 
things going. When we 
finished, we talked to all the 
people in the organization 
about what we’d written. Finally 
all agreed, ‘Yes, this is what 
we do and what we want to be 
like.’ We published our 
statement and now we try to 
live up to it.” 


“What is really important in an 
organization is empowering 
the people," Ole said. “Get 
the best out of them. Help 
them to perform close to their 
capabilities. Help them to 
understand why they are doing 
the work they do. Build 
relationships between the 
people in the organization and 
with other organizations. 
Foster professionalism and 
pride," he emphasized. 


It is important for the manager 
to hold people to account. The 
manager has to keep them on 
track; keep them moving 
forward, even if slowly. "If you 
give people a framework for 
their creativity,” he said, “they 
will achieve something 
significant most of the time." 


"The other side of this is that 
you, too, will be held 
accountable to your own 
people -- the organization, the 
unions. You will have to make 
decisions to put your 
resources where you and your 
organization believe the focus 
is, or should be." 


“If you give people a 
framework for their 
creativity, they will 
achieve something 
significant most of the 
time.” 

Ole Ingstrup 


Gaylen Duncan told the group 
that his organization had to 
downsize 25 percent in two 
years, going from 4,000 staff 
in 1986 to 3,000 staff 
members in 1985, get itself out 
from under a $750 million 
deficit, and restructure its 
finances and operational focus 
from providing social housing 
to becoming more like a bank, 
dealing primarily in mortgage 


insurance and funding 
provincial program delivery. 


Today, proof of CMHC’s 
success in pulling out of the 
financial crisis is found in the 
hard numbers -- $497 million 
cash in the bank -- the largest 
financial turnaround in 
Canadian corporate history! 


Gaylen’s view is that, 
“Underachievers don’t last. 
Integrity is doing what you said 
you would do -- even ina 
tough environment with 
enormous peer pressure." 
Whenever it was not clear how 
the organization should 
proceed to resolve its 
problems, he would ask his 
people, "‘How would one of 
the best companies do it?’ 
You need to believe that you 
are on the road to becoming 
the best, and you must treat 
each decision as if you are the 
best." 


Out of the lively round table 
discussions that followed, a 
number of points emerged on 
the make-up of a well- 
performing organization: 


- It is an organization that 
empowers and enables its 
people. Why? To release 
the capabilities and 
resources of individuals to 
achieve the goals of the 
organization. How? By 
believing that people have 
the capability and allowing 
them in on the big issues -- 
“our organization’s mission, 
the business we’re in, 
solving our problems". 


- Implicit in this is leadership 
-- both the full and total 
commitment of senior 
managers to improving the 
organization, and the 
handing down of leadership 
to all levels through 
involving the employees. It 
has to be a partnership, top 
down and bottom up. 


Developing a mission 
statement together is an 


important starting point, and 
it must be consistent with 
the values of the 
organization. 
Communication is the most 
challenging task; you have 
to work on it constantly to 
ensure that everyone is on 
the same wavelength and 
developing ownership. 


“Integrity is doing what you said 
you would do -- even in a tough 
environment with enormous peer 


pressure.” 


Gaylen Duncan 


- There are hard outputs; look 
for tangible performance 
measures of success. You 
need real measures to know 
where you’re going. 


- All this doesn’t happen 
without difficulty; it takes 
time; you need a team; you 
need the skills and 
resources of many people in 
the organization. 


This last point, in particular 
was emphasized: 
improvements are possible, 
there are many opportunities 
to do something about one’s 
work environment. "You can 
start to change your 
organization from your own 
corner." Gaylen and Ole noted 
Otto’s achievement in initiating 
this first-time study as an 
example of the possibilities for 
change that one can create in 
one’s own organization. 
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Meet the New Public Accounts 
Committee 


4 Opinions 


by Antonine Campbell 
Parliamentary Liaison 


The Second Session of the 34th Parliament started in April and the Striking Committee of the House 
of Commons announced the membership of the Standing Committee on Public Accounts on 14 April. 
Since its organization meeting, the Public Accounts Committee (PAC) has maintained a busy 
schedule of briefings and hearings. All members, except one, have not previously sat on the PAC, 
thus they have put a lot of time and effort into getting to know the context within which the Committee 
and the Office of the Auditor General play their respective roles. 


The Committee acts for the House of Commons in dealing with the annual reports of the Auditor 
General and the Public Accounts of Canada. The PAC can be viewed as the audit committee of 
Parliament and it plays a key role in the control of the public purse. The Committee is empowered to 
examine and inquire into any other matter (such as Government Bills) referred to it by the House. 
Historically, almost all the PAC’s time has been devoted to investigating issues raised by the Auditor 
General in his annual report. In recent years, the Committee has reviewed the annual Estimates of 
the AG’s Office. 


There are nine members on this Committee and each Party is represented on the Committee roughly 
in proportion to the number of seats held in the House. There is currently one vacancy, on the 
Government side, which will be filled when the Committee resumes operations in September. Unlike 
most Standing Committees, the PAC has traditionally taken a non-partisan approach to its work. It is 
one of very few Committees which elects a member of the Opposition as its Chairman, with a 
Government member as its Vice-Chairman. Another indication of its non-partisan nature is its practice 
of inviting Deputy Ministers and other senior officials to appear as witnesses, with Ministers attending 
only on rare occasions. 


The new Committee has demonstrated a high level of interest in its mandate. Attendance at meetings 
has been high and the lines of questioning are focussed on issues of major concern to the Office. The 
Committee has held hearings on the Estimates of the OAG, the 1988 Report in general, the 
reservations in the Auditor General’s Opinion on the Financial Statements of Canada (Chapter 2 of the 
1988 Report), the Department of Agriculture and the Department of Energy, Mines and Resources. 


We are happy to take this opportunity to acquaint our readers with the new Committee. 


Leonard Hopkins, Liberal, Renfrew 
Chairman 


Len Hopkins has been a Member of Parliament since 1965. During 
his long parliamentary career, he served on many standing 
committees of the House. In 1984, he was Parliamentary 
Secretary to the Ministry of Energy, Mines and Resources. After 
the 1984 election, he became Official Opposition Critic for 
National Defence. In 1987, he was appointed Opposition Critic for 
Supply and Services and Associate Critic for National Defence. In 
1988, he was appointed Opposition Critic for Financial 
Management and Associate Critic for National Defence. 


Before entering politics, Len Hopkins pursued a career as an 
educator. 


Geoff Wilson, Progressive Conservative, Swift Current - 
Maple Creek - Assiniboia 
Vice-Chairman 


Geoff Wilson is an accountant and lawyer. He was first elected in 
1984. In the last Parliament he served on the Standing Committees 
on Justice and Legal Affairs, Privileges and Elections, and Finance 
and Economic Affairs. In 1986 he was Vice-Chairman of the 
Committee on Finance and Economic Affairs and in 1987 he was 
Chairman of the Committee on Agriculture. 


Since the November election, he was elected Vice-Chairman of the 
Canadian NATO Parliamentary Association, Vice-Chairman of the 
PAC, and is a member of the caucus committee on Finance 
Consultation, and of the Standing Committee on Agriculture. 


Eugene Bellemare, Liberal, Carleton-Gloucester 


Eugene Bellemare was elected to the House of Commons in the 
1988 general election. 


He has a master’s degree in education and is a former high 


school teacher and adult education administrator. He has also 
been active in municipal politics. He served on the Gloucester City 
Council for 19 years, and as a Councillor on the Regional Council 
of Ottawa-Carleton from 1980-85. He has also been involved in 
many other community activities. 


Jean-Guy Guilbault, Progressive Conservative, Drummond 


Jean-Guy Guilbault is a businessman with extensive community 
interests. He was elected to represent Drummond in the 1984 
election. During the last Parliament, he was a member of the 
Standing Committees on External Affairs, National Defence, | 
Regional Development, Government Operations, Agriculture and 
Public Accounts. During this session, in addition to being a member 
of the PAC, he is on the External Affairs and International Trade 
Committee. He is Vice-President of the Canada-Japan 
Parliamentary-Business Association, and President of the 
Interparliamentary Canada-France Association. 


Diane Marleau, Liberal, Sudbury 


Diane Marleau is serving her first term as a Member of Parliament. 
She is an Associate Critic for Financial Management and for 
Energy and is a member of the Standing Committee on Energy, 
Mines and Resources. She has previous political experience as an 
alderman in Sudbury, Ontario and as a regional councillor, 
Regional Municipality of Sudbury, where she served from 1980 
until 1985. 


In addition to her political experience, Diane Marleau spent many 
years in business. She has a degree in economics. She has 
worked as a business administrator, a receiver manager, and as 
an accountant in Sudbury. 
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Sidney Parker, New Democratic Party, Kootenay East- 
Revelstoke 


Sid Parker served as a Member of Parliament from 1980 to 1984. 
He was elected again in November 1988. During his first term in 
office, he acted as the Labour and Postal critic for the New 
Democratic Party. As well, he travelled across Canada as a 
member of the NDP Health and Safety Task Force. 


Prior to entering federal politics, Sid Parker worked for 40 years in 
the railway transportation industry. He also served as mayor of 
Revelstoke, British Columbia, for six years. 


Jean-Marc Robitaille, Progressive Conservative, Terrebone 


Jean-Marc Robitaille is a former real estate agent with training in 
industrial design. He holds a degree in management and business 
administration from the University of Quebec in Montreal. He was 
first elected to the House of Commons in the November 1988 
election. He is a member of the Standing Committee on Consumer 
and Corporate Affairs and Governmen: Operations. Before 
becoming an MP, he was a member of numerous business and 
community groups. 


Ross Stevenson, Progressive Conservative, Durham 


Ross Stevenson, elected to the House of Commons in the 
November 1988 federal election, has extensive experience in 
elected political office. He served in the Ontario Legislature as 
MPP for Durham-York from 1981 to 1987. During that time, Mr. 
Stevenson was Parliamentary Assistant first to the Minister of 
Environment, and then to the Provincial Treasurer. In 1985 he was 
appointed Minister of Agriculture for Ontario. He is currently a 
member of the Standing Committee on Agriculture and the 
Legislative Committee dealing with Bill C-15, an Act respecting 
plant breeders’ rights. 


A PhD in Environmental Studies, Ross Stevenson is a former 
professor and consultant. 
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Machinery of Government 


Seminar 


by Marion Smith 


“To get things done in Ottawa, who does what to whom, how and 
why?" That was the question that attracted 22 senior OAG staff to the 
Conference Centre on 15 and 16 March to attend a two-day course on 
the Machinery of Government aimed at explaining how government 


operates. 


Principal Dick Fadden, 
formerly of the Privy Council 
Office, was chief designer and 
developer of the program. He 
put together a cast who each 
brought something to the 
understanding of the dynamics 
of government machinery. 
Speakers were: the 
Honourable Frank laccobucci, 
Chief Justice of the Federal 
Court of Canada, lan Clark, 
Deputy Minister, Consumer 
and Corporate Affairs, Nick 
d’Ombrain, Assistant Secretary 
to the Cabinet and former 
Chief of Staff Peter Harder. 


The machinery of government 
is a mystery to many 
Canadians, not least, to a new 
governing party, especially one 
that has been out of power for 
some time. In referring to 
some of the actions 
undertaken by his own 
Progressive Conservative party 
in the early months of 
assuming power, guest 
speaker Peter Harder 
commented “When you've 
been in opposition for a 
generation, you forget how the 
machinery of government 
operates.” 


Many would assume that the 
functioning of the well- 
established Canadian 
government system, patterned 
on the even older British 
parliamentary system would be 
well-documented in any 
number of history or political 
science texts. But experience 
tells us that this is just not the 
case. Books or even well- 
informed individuals can't 


provide the whole story. How 
does government work? How 
do things get done? And what 
does all this mean to a group 
of senior legislative auditors? 
These were the questions that 
two days of struggle and study 
moved course participants a 
bit closer to answering. 


Unravelling the fabric of 
government reveals distinct 
patterns of warp and woof. For 
every vertical there is a 
horizontal: for every visible, an 
invisible. And the tension 
between these countervailing 
elements makes government 
work. The energy is positive 
and productive. When the 
elements become unbalanced 
the disfunction spreads like 
dropped stitches throughout 
the entire design. 


Presenting the legal 
perspective was the 
Honourable Frank laccobucci, 
Chief Justice of the Federal 
Court of Canada. He 
discussed the rule of law with 
emphasis on its application to 
the public sector. Our system 
is based upon law. Our 
constitution is drawn from the 
traditions of Montesquieu, the 
Magna Carta and even 
Aristotle who defined the rule 
of law or reason as "our 
dependence upon the sane to 
maintain order”. 


While we are ruled by law, we 
are also dependent upon the 
people who apply the law and 
their willingness to also be 
subject to the laws they 
administer. When governors 


lose sight of this obligation, the 
balance is upset and the result 
is bad government. 


Convention also plays an 
important part in the Canadian 
system. Many things work not 
primarily by law, but by 
convention. One major 
component of our governing 
structure Is the cabinet which 
operates almost exclusively by 
convention. Presenting this 
perspective was Nick 
d’Ombrain, Assistant Secretary 
to the Cabinet. Inextricably 
connected with cabinet is the 
office of the prime minister. 
While both unquestionably 
have legal bases, the day-to- 
day activities of a prime 
minister and cabinet are 
primarily governed by 
convention. 


Nick d’Ombrain made an 
interesting comparison 
between our parliamentary 
system which has been 
formed by evolution with the 
American republican system, 
formed by revolution. The two 
countries have different 
concepts of power. In our 
parliamentary system, power is 
seen as a positive feature; it 
flows down from the 
sovereign, to ministers, and 
the elected House. In the 
republican system, the power 
of the state is seen as 
threatening. It flows up from 
the people, and is held in 
check by dividing power 
among three independent 
branches of government. 


Nick d’Ombrain observed that 
custom has given our prime 
minister and the cabinet a 
great deal of power. But 
instead of power divided, it is 
the power of a collective. As 
long aS a prime minister is 
able to maintain control of the 
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cabinet, to ensure that its 
members give their allegiance 
to acting collectively, he or she 
might well be considered a 
benevolent despot. The 
"dictatorship" is only limited by 
the five-year dissolution rule 
for Parliament and the 
Constitution as interpreted by 
the Courts. 


Here politics enters the scene. 
“Partisan” is a dirty word to 


OAG Principals Dick Fadden (left) and Ray Foote 
(right) with Nick d'Ombrain (centre). 


Former chief of staff Peter Harder 
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some; but not to Peter Harder, 
former chief of staff to then 
Deputy Prime Minister, Eric 
Nielsen. He felt that we have 
no need to be embarrassed 
that our government ts led by 
politicians who are supported 
by party machines -- that’s the 
way democracy is injected into 
the bureaucratic system. The 
cabinet is political; a minister’s 
chief of staff is the political 
presence in the department, 
balancing, even guaranteeing. 
a non-partisan public service. 


Chief Justice laccobucci also 
recognized the importance of 
the equilibrium provided by 
politics. His example was of 
the Constitution which gave 
the Supreme Court of Canada 
the right to interpret laws but it 
also gave the federal 
government and the provinces 
the right to override the 
interpretation in the 
“notwithstanding clause". The 
stabilizing factor is the promise 
that there is political cost for 
using the override. 


Harder spoke convincingly of 
the vital role interpersonal 
relations play in political life. 
"Massaging of caucus Is an 
important ingredient in the 
juice of politics." While law 
and bureaucracy would 
eventually accomplish 
something, convention and 
politics tend to be the speedier 
route. 


Speaking for the non-partisan 
professional public service 
side of the equation was lan 
Clark, Deputy Minister of 
Consumer and Corporate 
Affairs. A deputy minister links 
the political minister and the 
non-partisan department. The 
DM advises the minister but 
runs the department. He or 
she directs a staff of public 
servants but remains 
accountable to the political 
"collective" personified by the 
minister. Clark sees the DM’s 
responsibility to be: 


“professional, non-partisan, 
anonymous and permanent.” 
None of this is easy. It 
becomes even more difficult 
when there is a blurring of 
responsibility. When issues 
overlap departments, such as 
some of our recent food 
inspection crises, the job gets 
trickier. “How do you know 
which minister has primary 
responsibility?" Clark was 
asked. "He’s the one who 
goes to sleep worrying.” 


In view of all these 
counterbalancing forces, 
observed one participant, the 
wonder is not that so little gets 
done, the wonder is that 
anything gets done at all! 


A look at how The Machinery 
of Government course itself 
happened provides an 
interesting illustration of some 
of the principles discussed in 
the government context. 
Managing to bring all the 
forces together in spite of time 
and resourcing constraints 
proved an interesting 
challenge spearheaded by 
Professional Development’s 
Rita Gudziunas-Mankowski. 
She credits Dick Fadden with 
having the expertise and the 
connections to put the cast 
together, ensure the accuracy 
of the research, present some 
of the key overviews and 
provide context for the OAG 
audience. In effect, Dick was 
the politician in the piece. 


Rita’s job was to ensure due 
heed went to observing the 
conventions of course design 
and development. Her role 
corresponds to the non- 
partisan public servant, making 
sure the department operates 
well to carry out its mandate to 
meet the training needs of the 
group. No small feat, given the 
level of the presenters and 
participants in this visible 
project. The positive reaction 
to the course ensured a repeat 
performance this fall. 


Efficiency Auditing Symposium 


by Gail Thorson 


The symposium on efficiency, 
in spite of its timing in the 
middle of a January 
snowstorm, warmed 
participants with its positive, 
concentrated attack on one of 
the central problems facing all 
government organizations 
today. How can they continue 
to reduce their spending in the 
face of an ever-increasing 
demand for services? The 
answer: they must become 
more efficient. They must 
improve their performance; 
and to do so, they must 
involve their people. 


The day-long symposium, held 
on 26 January and sponsored 
jointly by the Office of the 
Auditor General and the Office 
of the Comptroller General, 
brought together internal 
auditors, program evaluators 
and auditors in and out of 
government to hear a variety 
of provocative speakers offer 
their approaches to the 
subject. Among the speakers 
were senior managers on the 
front lines of performance 
improvement themselves, in 
both the private and public 
sectors, and management 
consultants and auditors 
concerned with human 
resource management and 
productivity management and 
improvement. A consultant on 
automation and information 
technology, a professor of 
public administration and a 
Member of Parliament, now a 
Minister, who as Vice- 
Chairman of the Public 
Accounts Committee in the 
last government was directly 
concerned with its efficiency, 
provided illuminating 
perspectives. 


An opening address by the 
Auditor General and a closing 
speech by the Comptroller 
General lent strong support to 


the aims of the symposium, 
kicking off a drive to promote 
and publicize efficiency 
consciousness. 


Doug Deeks, Assistant Auditor 
General with responsibility for 
economy and efficiency issues 
in the Office, who as 
moderator spoke first to 
welcome a full house, saw the 
symposium as a Catalyst to 
fresh thinking on the subject, a 
day to "put opinions out on the 
table". He encouraged the 
participants to mix with people 
from other disciplines, question 
speakers and generally 
consider it as an opportunity to 
exchange ideas. 


Ken Dye, in setting out the 
objectives of the symposium in 
his opening address, spoke of 
it as “a unique and valuable 
opportunity ... to expand our 
professional horizons." In his 
discussion of the importance 
of efficiency in the current 
financial climate, he used the 
term in the broadest sense, 
overlapping with economy and 
effectiveness concepts. 
Economy is a necessary 
condition for efficiency. An 
efficient operation either uses 
the minimum amount of 
resources possible to produce 
a specified quantity and quality 
of output or produces the 
maximum quantity of output of 
a specified quality for any 
given resource input. That 
takes us beyond efficiency. 
"I’m talking not just about 
doing things right, but doing 
the right things right; in short, 
about total program 
performance.” 


Members of the panel of five 
speakers -- David Roth, Don 
Yeomans, Brian Corbishley, Ed 
Khalil and the Honourable Alan 
Redway -- gave their diverse 
views on the role of the auditor 
in efficiency improvement. 
David Roth. Deputy 
Comptroller General, 


Auditor General Ken Dye and Comptroller General 
Andrew Macdonald. 


spoke for internal auditors. 
With the expanding definition 
of efficiency, he pointed out, 
internal auditors were finding it 
very difficult to live up to 
managers’ expectations that 
they show the way to areas for 
efficiency improvement. He 
nevertheless affirmed that it is 
important that change in this 
direction should continue and 
that internal audit should 
contribute to it. 


Don Yeomans, former 
Chairman of the Tariff Board, 
passed on the enthusiasm for 
improving public service 
management that has 
sustained him through 27 
years in a host of influential 
administrative jobs. But he 
cautioned that, in his 
experience, efficiency was 
often not a high priority for 
political leaders. Politicians are 
not interested because the 
general public is not -- though 
they may claim to be. He also 
warned that efficiency 
improvements would not have 
a major effect on government 
expenditures. In his view, their 
importance is the effect they 
have on morale in an 
organization. 
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Brian Corbishley took a wider 
view of efficiency and claimed 
it had consistently been 
audited this way over the 
years under a different name. 
His advice, as a manager of 
comprehensive audits, was to 
look for the most 
“comprehensive” measure of 
productivity in an organization. 
For the Translation Bureau -- 
cost per word, and for CIDA’s 
food aid program -- 
transportation cost per ton- 
mile, were examples he 
suggested, using Auditor 
General reports over the past 
10 years to show how this 
could be adapted to most 
audits. His system is to identify 
the overall output and track it 
over time to get a productivity 
trend. If the organization 
doesn’t accept it as valid, 
much is accomplished by 
asking why it does not, and 
asking management to 
suggest what measures would 
be fairer. 


Ed Khalil, Principal at the 
OAG, described the audit of 
efficiency in Supply and 
Services in 1987 for which he 
was responsible. His step-by- 
step outline of the team’s 
analysis, procedures and 
findings revealed impressive 
audit methods and results. The 
audit team found, in measuring 
productivity, that there were 
wide variations among district 
service offices; then they went 
on to quantify the annual 
Savings that would be made if 
all offices were raised to the 
standard of the best. The audit 
also revealed a large potential 
for further automation of 
processes, pointing the way to 
corresponding increases in 
productivity. 


The Honourable Alan Redway 
provided the valuable 
perspective of a politician and 
former member of the Public 
Accounts Committee, though 
he made it clear that his views 
were his own. He 
recommended, as he had to 
the government, that Canada 


should have a Commissioner 
of Efficiency, who should be 
the Comptroller General. And, 
referring to the $1.2 billion the 
government would be saving in 
its banking arrangements 
between 1985 and 1991 
through electronic transfer of 
funds, he pointed out the 
efficiency of extending this to 
payroll cheques and all social 
service payments. This would 
have the added social benefit 
of saving recipients from 
having their cheques 
discounted in Money Marts. 
And he too put in a word for 
improving public service 
morale by improving efficiency. 
Employees will feel better 
about their jobs if they’re doing 
them the best way possible. 


Patrick Lafferty 


The speakers who followed the 
panel gave, from their own 
experiences, accounts of 
projects that proved how 
changes could be made -- 
there were some remarkable 
success stories. Wally Clare, 
whose long career in the 
public service has been 
notable for his interest in 
people and how they work, 
described how the federal 
Bankruptcy Branch in 
Consumer and Corporate me 
Affairs turned around from a The Honourable Alan Redway 
very low point in 1983-84. 
Hopelessly overloaded 
employees had lost their sense 
of direction. In three 12-hour 
days of discussions with 
management they revealed the 
problems in the organization 
and became the solution: 
people had to be given jobs 
that were doable. Work 
methods were completely 
revised so that one person 
saw a file through from 
beginning to end. Training and 
development were increased 
from 10 to 15 days a year. 

And automated systems 
further simplified and 
automated work procedures. 
Without any change in 
resources, results soared, 
because the employees had 
been involved in solving the 
problem. 


Seymour Wilson 


Wally Clare 


Brian Corbishley 


Brian Usilaner 


Brian Usilaner gave a brisk but 
detailed account of the U.S. 
General Accounting Office’s 
experience with productivity -- 
efficiency -- reviews, in which 
he participated as head of the 
National Productivity Group. 
The group considered three 
dimensions of performance -- 
timeliness, efficiency and 
quality. The approach they 
chose was to demonstrate to 
departments and agencies 
how they could manage for 
productivity, rather than 
searching out deficiencies. 
They focussed on end results, 
taking note of whether 
procedures, or changes in 
procedures, contributed to 
improved results, or were 
merely administrative 
exercises. They looked at the 
work of white-collar or 
“knowledge” workers as well 
as repetitive operations. They 
moved away from the use of 
standards, preferring to make 
comparisons related to a 
benchmark; and they put more 
emphasis on customer 
Satisfaction and employee 
attitudes. He reinforced the 
points Wally Clare’s 
experience had shown, in 
advising that if you can identify 
employees’ negative attitudes 
and correct the problems that 
caused them, you will get 
improved performance. The 
last step in the review process 
was identifying cost savings, 
not as an end in itself but to 
convince management of the 
power of productivity 
improvement as a tool. 


Bill Synnott’s speech, the 
luncheon address, brought a 
note of revolutionary zeal to 
the symposium -- the 
information revolution, which 
he believes is mainly still to 
come. His opening premise 
was that the impact 
information technology will 
have on efficiency hasn't even 
begun. When it does, it will 
sweep away traditional data 
processing management. The 
new information technology 


(l/T) era will not be in the 
hands of such managers, it will 
be transferred to users. 
Information-age corporations 
will need to have a vision of 
what people need and how 
they use technology, to 
develop a strategy geared to 
that vision, then to design, 
build and manage a vehicle for 
carrying it out. And finally, they 
must be able to harvest the 
benefits. It is also very 
important that, within the 
corporation, the vision is 
shared by the information side 
and the management side, so 
that financial and human 
resources are committed to 
achieving it. (In government, 
this vision can be thought of 
as a mission.) 


“I’m talking not just about doing 
things right, but doing the right 
things right; in short about total 
program performance.” 


Ken Dye 


Seymour Wilson, professor at 
Carleton University, Editor of 
the journal Canadian Public 
Administration and member of 
the Visible Minority Advisory 
Committee to the President of 
the Treasury Board, talked 
about what he calls the “new 
managerialism" in the 
Canadian public service. He 
also spoke in terms of 
revolution. He believes there 
has been a revolution in the 
last year and a half, through 
much of the industrialized 
world, in the field of public 
administration -- marked by a 
loss of faith in the public 
sector to solve problems and a 
corresponding increase In 
reliance on market forces. The 
turning of the public sector 
itself to the private sector for 
ideas is what has resulted in 
the new managerialism. The 
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greatest achievement in this 
process, he believes, is the 
new focus on results; that ts, 
the philosophy of efficiency 
heard earlier -- not 
synonymous with economy 
and cutbacks but maximizing 
output, whether goods or 
services, from any given 
amount of inputs. Greater 
efficiency means satisfying 
more wants at the same cost 
or the same number of wants 
at less cost, freeing resources 
for other public purposes. 


In the afternoon session, Brian 
Corbishly did a detailed case 
study of fleet management, 
enlarging on the subject of 
productivity improvement 
which he touched on in the 
morning, and demonstrating 
the depth to which it is 
necessary to go to audit 
efficiency properly. Using a 
slide to illustrate each set of 
variables, starting with possible 
program features, he showed 
the vast number of options and 
possibilities available when the 
efficiency universe is divided 
up into sets of variables. 


Government organizations must 


become more efficient. 


They must 


improve their performance; and to 
do so, they must involve their 


people. 
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Patrick Lafferty began his talk 
on “information technology 
and the efficiency of social 
programs" with the hope that 
he could open up our thinking. 
He succeeded in producing 
dozens of important and 
thought-provoking issues. He 
began by briefly passing on 
seven debt-reduction 
strategies that had been 


discussed at a recent meeting 
of his firm (Coopers & 
Lybrand) on social and 
economic choices for Canada: 
Bringing the country’s 
economic and social 
communities together; 
collaborating with the 
community and delegating 
authority to it; developing an 
information technology 
strategy; relying on the private 
sector for what it is good at -- 
and also taking advantage of 
20 to 30 percent cost savings; 
providing incentives and cost 
sharing; getting power of 
choice into the hands of 
consumers; and getting good 
cost information. He went on 
to give specific examples of 
how technology can improve 
the efficiency of social 
programs. Patrick Lafferty then 
described how he has used 
the 12 attributes of 
effectiveness set out by the 
Canadian Comprehensive 
Auditing Foundation -- 
designed to facilitate 
management reporting -- as a 
framework for efficiency 
audits. He believes it is a 
powerful tool for analyzing the 
efficiency of social programs 
and information technology. 


Comptroller General Andrew 
Macdonald had the last word, 
with his subject the 
“taxonomy”, or method of 
classification, of efficiency in 
the Government of Canada. 
He offered this taxonomy as a 
framework for considering 
efficiency by dividing it into 
four basic categories. 


First, “societal and economic 
efficiency" is the widest view, 
describing the efficient 
allocation of resources in the 
economy, or in this case, in 
government. Questions of the 
role of the public and private 
sector, the appropriate level of 
government or jurisdiction, and 


cost-sharing belong in this 
category. 


His second category, 
“improving the government- 
wide management framework", 
describes the overall policy 
and operating environment. 
Many efficiency issues fall in 
this area, such as the 
incentives and disincentives of 
the budgetary system and the 
constraints inherent in the 
accounting system and annual 
appropriations, the network of 
administrative requirements 
and the personnel, staffing and 
classification systems. 
“Improving government-wide 
program structures" is his third 
category, in which the issues 
would be identifying areas of 
waste or duplication, providing 
for common services, 
delegation and perhaps 
contracting out. Pat Lafferty’s 
suggestions and Seymour 
Wilson’s discussion of the 
response to the Nielsen Task 
Force relate to this category. 


“Improving program and 
operational efficiency,” the 
fourth category, is, for internal 
auditors, the best known. In 
this domain, the issues are 
quality and timeliness of 
service as well as efficiency. 


With continuing resource 
reductions, the Comptroller 
General concluded, managers 
will be more receptive than 
ever to audit reports that 
suggest better ways of doing 
things, and that help them sell 
the ideas higher up the line. 
He hoped that the Increased 
Ministerial Authority and 
Accountability (IMAA) 
initiative would continue, and 
that it would free managers 
from some of the clutter that 
restricts their efficiency. 


The Canadian Evaluation Society: 


Valuable Contributions from Office Staff 


by Linda Jones 
Effectiveness Team 


The Office of the Auditor 
General has a long history of 
support and involvement with 
many professional 
associations. Two associations 
in the field of program 
evaluation that have received 
continued support from 
members of the Office are, 
nationally, the Canadian 
Evaluation Society (CES) and, 
locally, the National Capital 
Chapter of CES (formerly the 
Ottawa-Hull Program 
Evaluation Community, or 
OHPEC). 


Historical Development 


Before the Treasury Board 
Circular TB 1977-47, which 
established government 
intentions for departmental 
program evaluations, few 
formal evaluations had been 
conducted within government 
departments. The 1978 Office 
Study of Procedures in Cost 
Effectiveness (SPICE), 
confirmed the need for 
evaluation, and interest grew in 
the potential benefits of 
program evaluation. 
Responsibility for the 
implementation of 
departmental program 
evaluation was given to the 
Office of the Comptroller 
General, established in 1977. 
Formal guidelines for 
conducting program 
evaluations were established in 
July of 1981 and liaison work 
with departments began. 


The Ottawa-Hull Program 
Evaluation Community was 
founded in November 1982 at 
a gathering of interested 


participants, which included 
staff from the Office. The 
primary purpose of the 
organization was to serve as 
an intellectual gathering 
ground for those people 
involved in the emerging area 
of program evaluation. 


At the national level, The 
Canadian Evaluation Society 
was based in Toronto, and 
initially had a predominantly 
academic orientation towards 
evaluation. From the founding 
of this particular organization in 
1980, members from the 
Office of the Auditor General 
were involved. 


The two associations 
amalgamated in June 1985. 
Since amalgamation, the 
National Capital Chapter of the 
Canadian Evaluation Society 
has grown to approximately 
300 members, making it the 
largest of the chapters in 
Canada. Currently, within the 
Office there are 20 members 
of the Society. 


Nationally, the Canadian 
Evaluation Society is a group 
of over 900 individuals from 
across Canada who share a 
common interest in evaluation. 
It provides a forum for 
discussion of the theory and 
practice of evaluation. The 
members come from a variety 
of work settings and 
backgrounds including the 
federal, provincial and 
municipal governments, 
service agencies, academic 
institutions and private firms. 
Members represent disciplines 
ranging from psychology, 
sociology, social work, 
economics, health and policy 
sciences to accounting, 
engineering, urban and 
regional planning. 


Mandate of the 
Canadian Evaluation 
Society 


The Society pursues many 
objectives, including 
developing theories, standards 
and practices of evaluation to 
promote high quality evaluation 
throughout the country. The 
Society also promotes training 
programs in planning the 
design, strategy, methods, 
analysis and application of 
results for all types of 
evaluation. 


The major activities of the 
Canadian Evaluation Society 
include an Annual National 
Conference and the publication 
of the Canadian Journal of 
Program Evaluation, as well as 
the publication of a National 
Newsletter, five times a year. It 
is essentially at the regional 
group level or local chapter 
where the interface is 
strongest between the member 
and the Society. Therefore, 
the purpose of the local 
chapter, in addition to meeting 
national objectives, is to 
develop communication and 
resource networks on a more 
localized basis and to provide 
an additional forum for CES 
members to explore, discuss 
and pursue evaluation issues 
of interest and concern 
throughout the year. 


Involvement of the 
Office 


The Canadian Evaluation 
Society and the Office of the 
Auditor General share a 
number of common interests. 
Program evaluation is one of 
the instruments available to 
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departments to measure and 
report on the effectiveness of 
programs. The Canadian 
Evaluation Society is 
constantly analyzing and 
interpreting new developments 
in the field of evaluation and 
measurement to provide its 
members with state-of-the-art 
information on current 
developments. The Society 
gives the Office a window into 
the community and therefore 
acts as an important means by 
which to keep abreast of 
important developments within 
the field. 


The Society has played an 
important role in providing 
input in the development of 
methodologies by the Office, 
as CES is the sole 
professional organization for 
evaluation in Canada. The 
Society also provided 
feedback and commentary 
during the development of the 
1981 Audit Guide: Auditing of 
Procedures for Effectiveness 
and the 1986 Guide on 
Auditing of Effectiveness 
Measurement, Reporting and 
Use. Currently, staff in the 
Office are providing input into 
the possibility of developing 
standards for program 
evaluation efforts. Members of 
the Office are actively involved 
as participants and 
contributors in numerous 
panels, workshops, 
conferences and other 
professional functions on a 
regular basis. 


Future Outlook 


The Society faces many 
interesting challenges in the 
future. The trend towards 
Increased Ministerial Authority 
and Accountability (IMAA) and 
the maturing of evaluation 
pose great opportunities for 
real progress to be made in 
the area of effectiveness 
measurement. 


Luncheon Seminars 


The Professional 
Practices Group 
luncheon seminars 
series. “Fixed 
Price Contracting of 
Attest Audits”. From 
left to right: Crystal 
Pace, Don Young, 
Bonnie Miller and 
Jamie Hood. 


Special 
Examinations 
Luncheon Meetings. 
“Reporting Beyond 
the Board of 
Directors”. From 
left to right: Shahid 
Minto, Hugh 
McRoberts and 
Nancy Stoneman. 


PCU Luncheon 
Seminars. “The 
Promotion Process 
for AUs and OMs". 
From left to right: 
lke Prokaska, David 
Rattray, Mike 
McLaughlin, Nancy 


| Cheng and Gary 


Lambert. 


In the following article, three luncheon seminar series are 
featured. Neil Maxwell, Nancy Stoneman and Michele 
LaRiviére each describe the features of luncheon seminars 
offered by the Professional Practices Group, by the Crown 
Corporations Group on Special Examinations, and by the 
Planning and Co-ordination Unit. 


The following OAG staff, and some former staff members, have 
been involved in the Ottawa-Hull Program Evaluation Community 
and the Canadian Evaluation Society: 


Maria Barrados 


Tom Beaver 

John Burns 

André Coté 
Raymond L. Foote 
Alan Gilmore 


Gerald Halpern 
Joe Hudson 
Maureen Long 
Hugh McRoberts 
Henno Moenting 
Neil Maxwell 


Larry Meyers 
Kathleen Petersen 
Rona Shaffran 
Nancy Stoneman 
Paul Ward 


Luncheon Seminars 
Learning from our Colleagues 


by Neil Maxwell 
Director 


Ken Dye has given 
methodology development a 
high priority for the remaining 
years of his term. He has 
assumed the chairmanship of 
the Methodology Development 
Committee. In Ken Dye’s 
words, "we intend to ensure 
that the Office’s written 
guidance better reflects and 
supports the practice of our 
Office and communicates 
better to staff." 


To deliver on Ken Dye’s 
objective Principal Michael 
Weir assembled a new team 
for the Professional Practices 
Group (PPG). As with most 
other “windows of 
opportunity”, the opportunity to 
develop better communication 
vehicles came from the 
convergence of several 
events. 


The study of the Office 
conducted by Ken Belbeck 
had concluded that the Office 
needed simple mechanisms to 
share its best auditing 
practices. Stated Belbeck, 
“value-for-money auditing is a 
continually evolving practice, 
with a continuing stream of 
ideas and innovations. Some 
of these are not worth vesting 
in a formal training program... 
they should, however, all be 
shared as widely and 
expeditiously as possible”. 


Second, PPG was concerned 
that the Audit Operations 
Branch did not have sufficient 
input and involvement in 
methodology projects, or 
knowledge of what projects 
were underway. 


Third, PPG had strengthened 
its role as a "listening post" on 
new developments in auditing 
and public administration from 


outside the Office. We realized 
that this information on outside 
developments might also be 

useful to auditors in their work. 


In response to these, we 
conceived of a new 
communications program that 
we dubbed the "Practice 
Exchange Program". The 
program has three 
components, First, it consisted 
of a newsletter launched in 
January 1989 called 
PROFESSIONAL 
perspectives. This highlights 
new developments in the 
Professional Development and 
Professional Practices area. 
This newsletter has now been 
incorporated into the INTERIM 
publication. 


Second, it includes efforts 
underway to develop faster 
and easier means to distribute 
informal notes and discussion 
papers on methodology or 
case studies. We are exploring 
various means of distribution, 
for example, allowing 
microcomputer access to 
material from a central library. 


Third, and the flagship of the 
program, is the Luncheon 
Seminar series. The idea was 
very simple -- every month or 
so we would schedule a lunch- 
time presentation on a topic of 
relevance to the work of the 
Office. 


The hallmark of the Luncheon 
Seminar series was to be 
flexibility -- flexibility in topic, 
speakers and format. We felt 
that it would be a useful 
means to: 


- communicate the results of 
methodology projects, both to 
seek input during a project, 
and to brief staff at the end: 

discuss case studies and 
lessons learned from past 
audits; 


- debate issues in the Office, 


in auditing and in public 
sector management; 


- hear the views of notable 
speakers from outside the 
Office; and 


- learn more about new 
federal government initiatives. 


Our first Luncheon Seminar 
was held on 5 January 1989. 
Henry McCandless, Hugh 
McRoberts and David Rattray 
discussed and debated 
"Section 7(2): What is 
significant and of a nature?" 
Other sessions have been 
held, or are planned for the 
near future: 


- "The Privy Council Office: 
Myth and Reality" by Dick 
Fadden, 8 and 13 February 
1989. 


- "The use of video cameras 
in VFM auditing" by Ross 
Buskard, Ronnie Campbell 
and Neil Maxwell, 9 March 
1989. 


- "What we have learned by 
contracting out audits" by 
Bonnie Miller, Crystal Pace, 
Jamie Hood and Don Young, 
1 June 1989. 


“The role of the Audit and 
Review Branch in the OCG" 
by David Roth in September. 


Video or audio tapes are 
available from the 
Professional Development 
Learning Centre. 


The response to the series 
has been overwhelming. Over 
80 people attended each of 
the first two sessions. 
Success brings its problems 
-- there is no room within the 
Office that will accommodate 
this many people! As a 
solution, we have repeated 
the session a second time 
when needed. 
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Special Examinations Luncheon Meetings 


by Nancy Stoneman 
Principal 


Special Examinations are a 
relatively new endeavour of 
the Office. In September 1984 
amendments to the Financial 
Administration Act (FAA) 
created a new regime of 
accountability and control for 
Crown corporations. With this 
regime came the requirement 
for Crown corporations to be 
subject to a special 
examination once every five 
years. 


This requirement meant that 
the Office had to develop an 
appropriate approach and 
methodology for special 
examinations and conduct 30 
of them, all before September 
1989 (which is now fast 
approaching). 


Traditional methods of 
methodology dissemination 
such as manuals, guides, and 
courses could not be put in 
place in such a short time 
frame; less formal methods 
were required. 


The Crown Corporations 
Group (CCG) has used a 
number of processes during 
the course of the past five 
years to develop and 
communicate methodology 
respecting special 
examinations -- the circulation 
of informal discussion papers 
and issues papers, the issuing 
of Technical Memoranda, P.D. 
Seminars, workshops with 
private sector practitioners and 
luncheon meetings with Office 
practitioners. In early 1987, the 
booklet, "A Framework for the 
Conduct of Special 
Examinations in Crown 
Corporations" was issued 
which served to explain the 
new provisions and set out a 
general framework for carrying 
out special examinations. 


For the past year, luncheon 
meetings with Office 


practitioners have been the 
most important vehicle for 
addressing methodological 
issues associated with the 
conduct of special 
examinations. 


At the time of the first meeting, 
in February 1988, there were 
about 15 examinations 
completed or underway, so the 
number of members of the 
Office with first-hand 
experience was Still small. 
Despite this, interest and 
attendance was high. Today, a 
much larger percentage of the 
Office has been involved in 
special examinations in one 
way or another. 


The luncheon meetings on 
special examinations have 
dealt with some very 
fundamental aspects of special 
examinations: 


- the nature and coverage of 
the opinion; 


- scoping special 
examinations; 


- period under examination; 


factors affecting costs of 
special examinations; and 


- reporting beyond the board 
of directors. 


The format of the meetings 
consists of a presentation of 
an issue by a member of the 
CCG followed by a description 
of experience to date by one 
or more of those involved in 
special examinations. The 
main part of the meeting is 
devoted to an open discussion 
of the issues. 


The Special Examinations 
Luncheon Meetings have 
contributed to the work of the 
Office in this area in a number 
of ways. In one case, for 
example, the meeting revealed 
a clear divergence in opinion 
and, thus, initiated a 
systematic process of 
analyzing the issue and 


eventually arriving at an 
agreed upon approach and 
Office policy on the matter. 


In almost every case, the 
discussion that has taken 
place has broadened the range 
of considerations brought to 
bear on an issue. This is a 
direct result of bringing all 
practitioners together. Because 
the corporations we deal with 
differ so greatly from one to 
the next, it is particularly useful 
to gain the input from as many 
practitioners as possible. 


The Office of the Auditor 
General is not the only auditor 
appointed as examiner for 
Crown corporations. The job of 
examining the 44 parent 
Crown corporations (and their 
wholly-owned subsidiaries) is 
shared with private sector 
auditors. Consequently, it has 
been important to liaise with 
private sector auditors as we 
conduct our work. The 
luncheon meetings have 
assisted the CCG in carrying 
out this liaison role for the 
Office. These meetings have 
facilitated our task of keeping 
informed of the experience and 
views of practitioners in the 
Office so that they can be 
communicated to private 
sector auditors in the periodic 
meetings we have with them. 
In turn, the luncheon meetings 
have provided a feedback 
mechanism for conveying what 
CCG has learned of the 
considerations and approaches 
adopted by private sector 
auditors to practitioners in the 
Office. 


Finally, the open discussion at 
these meetings has developed 
to identify areas where 
Principals feel more detailed 
audit methodology needs to be 
developed and to identify more 
general issues that need 
consideration. 


Sharing practice experience is 
especially important in a new 


16 Opinions 


area such as this one. The 
continuing series of luncheon 
meetings has been a good 
mechanism for ensuring timely 
exchange of knowledge and 
experience. However, these 
luncheon meetings will also be 


useful in more long-term 
endeavours. In May, we will be 
embarking on a process of 
reviewing our experience of 
the first five-year cycle of 
examinations in preparation for 
the next round of special 


examinations. Starting in 
September, the luncheon 
meetings will be a useful forum 
for discussion of our analysis 
of this experience and for 
developing a consensus on the 
way ahead. 


PCU Luncheon Seminars: Bridging the 
Communication Gap 


by Michele LaRiviere 
Planning and Co-ordination 
Unit 


People are concerned by the 
nature and extent of 
communication in the Office. 
During the interviews that the 
Planning and Co-ordination 
Unit (PCU) conducted last fall, 
we kept hearing that auditors 
would like to know more about 
Office policies and priorities 
and the activities of their 
colleagues. 


Since many people are located 
in departments and the 
requirement for teams in 
different groups to work 
together is infrequent, auditors 
often feel isolated from their 
peers. The only occasion on 
which we all get together to 
share our experiences is the 
Annual Report briefing at the 
National Library. 


Some teams and/or groups do 
not meet on a regular basis. 
Therefore employees must 
seek information about Office 
policies and priorities from 
their colleagues who may not 
always have the full story. The 
Minutes from the Executive 
Committee meetings provide a 
more regular source of 
information. However, 
frequently auditors may want 
more details about points 
raised in the Executive news. 


In response to this perceived 
communication problem, PCU 
decided to launch a series of 


monthly luncheon seminars. 
Through these informal 
information-sharing sessions, 
OAG staff may learn from their 
colleagues, Principals or other 
guest speakers about such 
topics as: 


- Office priorities and policies; 


- Office strategic and 
operational planning; 


- other teams/groups 
activities; and 


- Career related subjects. 


We have conducted five 
luncheon seminars and so far 
the response has been 
enthusiastic. The guest 
speakers have been excellent 
and the seminars have 
provided opportunities for the 


Jacques Goyer “Career Trends and Tips” 


participants to have their 
questions answered. The 
following seminars have been 
held since we launched the 
series: 


- The promotion process to 
the AU-2, 3 and OM 2, 3 and 
4 levels (February); 


- The promotion process to 
the MX and DX levels (March); 


- The budget process in the 
Office (April); and 

- Career Trends and Tips 
(May). 


Videotapes of the sessions are 
available from the Learning 
Centre. 


We plan to continue the 
sessions in the fall. 
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by Dennis Paproski 
Principal 


Several years ago, following 
my discovery that VFM did not 
stand for “visual flight manual" 
(a flashback to my first career 
as a pilot), | decided that it 
was about time to become 
familiar with the “three Es” 
that underlie value-for-money 
(VFM), or comprehensive, 
auditing. As an economist by 
training, imagine my surprise 
to find that our long-held belief 
that economics has to do with 
the "efficient allocation of 
scarce resources" is mistaken. 
According to the 
Comprehensive Auditing 
Manual (CAM), “economy” is 
really just a matter of buying 
the right inputs, at the right 
time, at the right price. 


With the launching of the big 
functional inquiry into 
"efficiency" auditing, my lack 
of education became even 
more blatantly obvious. | used 
to think that efficiency was a 
matter of satisfying demands 
on the economy, or any other 
production unit, at the least 
cost in terms of the use of 
scarce inputs. How naive; it’s 
really much more complicated 
than that. 


As for "effectiveness" (even if 
we do not directly analyze it), 
the CAM tells us that it has to 
do with the achievement of a 
set of goals or objectives. | 
used to think it mattered 
whether the goals or 
objectives were meaningful in 
and of themselves, and 
consistent with other “ends” of 
our society. Caught off base 
again. 


One learns to set aside old 
yardsticks, particularly when 
metre-sticks take over. 
However, before someone 


else defines all the "E" words 
of relevance to auditors, I’d 
like to stake out my territory, 
measured in square feet, acres 
or other old-fashioned terms. 
The two other Es I’m 
interested in are Environment 
and Equity. 


Environment. Neither pilots 
nor economists are experts 
when it comes to this E. But 
farmers who are successful 
over the long term have a lot 
to say about the environment, 
and | come from a long line of 
farmers. Grandpa used to say 
that you can’t use nature as 
an unlimited source of cheap 
inputs or a limitless sink for 
waste. Sure, in the short term, 
a farmer or a society can push 
“economy” and “efficiency” 
(as defined in the CAM) quite 
a way, and be seen as 
practising good VFM 
management to boot. There 
may be no intention of 
reducing environmental quality 
by pursuing short-term profit 
maximization or cost 
minimization. However, over 
the long term, non-renewable 
resources will become rare 
and costly, and even the 
production of renewable 
resources may be made 
unsustainable (and infinitely 
costly). 


Prudence requires that the 
environment be considered a 
constraint to short-term cost 
minimization and efficiency 
maximization. Otherwise, over 
the long term, the erosion of 
environmental quality may 
itself impose increased 
scarcity and rising costs on 
the future’s citizens. 
Consequent changes in prices 
and demand and induced 
technological change may, 
over time, force and allow the 
economy to carry on. 


However, without a medium- 
to long-term forward 
perspective on economy, 
efficiency and effectiveness, 
the current citizenry may be 
inadvertently living high off the 
hog at the expense of the 
future. 


Auditors, should they profess 
to operate in a comprehensive 
context, might well consider 
the linkages between 
environmental constraints and 
matters of economy, efficiency 
and effectiveness. They may 
not (should not?) be ina 
position to know which 
programs and activities are 
consistent with environmental 
standards and criteria. 
However, they may well have 
a responsibility, from a VFM 
perspective, to examine and 
comment on whether the 
systems and processes that 
are in place ensure that 
government departments and 
agencies are seriously 
incorporating environmental 
protection into their plans and 


Principal Dennis Paproski is 
currently responsible for the audit 
of the management of Canada's 
foreign borrowing and Canada's 
foreign reserves and their offset 
habilities 


operations. Of course, this 
extends beyond the present 
comprehensive auditing that 
focusses on the Department of 
the Environment. 


Equity. Economic and social 
activity may seek to reduce 
current prices and raise 
current consumption by 
passing costs off to the future, 
by way of environmental 
damage. That’s inequitable. 
We benefit; the future pays. 


Equity has a sideways 
component as well as the 
straight-ahead, into-the-future 
perspective. Almost every 6 
program of government -- 
expenditure, taxation and 
regulation -- confers and/or 
takes away rights or wealth. 
Where such effects are clear 
and intended, auditors may sit 
back and be content with 
examining related economy 
and efficiency matters and the 
systems in place to assess 
effectiveness. That’s not so 
clear an option when the 
results of the “who pays - who 
benefits" equation are different 
than intended. Some may 
claim that auditors do not have 
a role to play in questions of 
unintended outcomes of 
programs and activities. But 
who will do it if legislative 
auditors do not? 


Legislative auditors have no 
vested interest in causes that 
are served by outcomes of 
programs other than those 
clearly intended. Indeed, if 
fraud by a few isa 
fundamental audit concern, 
then concern for unintentional 
or unspecified transfer of 
benefits and costs would seem 
to follow. Although they may 
not be criminal offenses, such 
outcomes can be damaging to 
economy, efficiency and 
effectiveness objectives and to 
intended distribution or 
redistribution goals. They may 
undermine the social fabric 
that is founded on precepts of 
fairness. In fact, the Office of 


the Auditor General has 
already looked at a number of 
issues that have a large 
element of “equity” or 
“distribution”. The chapter on 
tax expenditures in 1986 leaps 
to mind as does the 
unfairness, or intergenerational 
inequity created by the public 
debt. 


For a Start, one of the roles of 
the comprehensive auditor is, 
or should be, to seek out and 
make clear what the intended 
goals and objectives of policies 
and their programs or activities 
are. Next, the auditor might 
question whether systems are 
in place to examine and 
consider the possible, 
unintended distributional 
effects of the program or 
activity. An audit team, in its 
review of the audit 
environment, may well spend 
some moments examining the 
delivery system and the way 
costs and benefits might leak 
out of the package. A 
significant probability that there 
was such leakage would 
require further grilling of 


program managers and 
independent study. 


The "five Es" are all tied in 
together. In the long run, 
economy, efficiency and 
effectiveness are just means, 
not ends. They should serve to 
maintain and enhance the 
quality of the natural 
environment and social order. 
At the same time, as dozens 
of examples so starkly 
illustrate, long-run economic 
development is not sustainable 
where the natural environment 
is devastated and the social 
order has crumbled. 


Come to think of it, the Greek 
root of the words "economy" 
and "ecology" has to do with 
the management of the 
household, to the benefit of its 
occupants, generation after 
generation. Maybe the 
appropriate context for 
comprehensive auditing should 
be equally as broad and 
forward looking. Adding 
“environment” and "equity" to 
the list of Es might help induce 
such a perspective. 
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Executive Promotions 
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Auditor General Ken Dye announced the following executive 
promotions effective 1 April 1989. Five Principals were 


promoted to the PX 2 level: 


John Adshead 


Bernard Barry Ed Khalil 


Charles Carriére 


John Rutherford 


Eight Directors were promoted to Principal (PX 1): 


Beant Barewal 
Philip Childs 
Reno Cyr 


Gary Lambert 
John McCullough 
Bill Rafuse 


Trevor Shaw 
Nancy Stoneman 


Claude David joined the Montreal regional office as a PX 1 
in March 1989. We are also taking this opportunity to 


introduce him to our readers. 


John Adshead 


"| am really looking forward to 
the completion of the Fixed 
Asset Research Study, so that 
the Public Sector Accounting 
and Auditing Committee can 
begin consideration of its 
recommendations. Without the 
availability and reporting of 
complete cost information, 
governments cannot be held 
fully accountable for the 
economy, efficiency and 
effectiveness of their 
programs. My continuing 
challenge will be to improve 
the efficiency of the Section 6 
component of the Public 
Accounts audit." 


John Adshead has undertaken 
a variety of assignments since 
becoming an Audit Principal in 


1986. Besides his continuing 
role of co-ordinating the Public 
Accounts Audit, John has 
been involved with the 
production, training and 
"marketing" of Part 2 of the 
Comprehensive Auditing 
Manual. More recently, he is in 
the final stages of completing 
a two-year assignment as 
researcher for a study group 
with the CICA on “Accounting 
and Reporting for Physical 
Assets by Governments" 
chaired by Larry Meyers. John 
learned of his promotion while 
in Singapore on a consulting 
assignment for the 
Commonwealth Secretariat. 
This project involved providing 
assistance and training to the 
audit staff of the Auditor- 
General of Singapore on the 
Extent of Audit Testing, Dollar 
Unit Sampling and the 
application of the Canadian 
style of audit report for their 
Public Accounts. 


John joined the Office in 1983 
as an Audit Director after 
spending the previous 10 
years with Coopers & Lybrand. 
He has an Honours Commerce 
degree from Carleton 
University and obtained his CA 
in 1975. 


Bernard Barry 


"Since | joined the Office in 
the early VFM days, | have 
had tremendous opportunities 
to work on a variety of 
interesting and complex audit 
and professional development 
projects. The challenge and 
excitement continue with my 
current assignments in Indian 
Affairs and Northen 
Development." 


Bernard Barry came to the 
OAG in 1977 from the 
Department of Finance, where 
he was an economic analyst 
working primarily on agriculture 
programs. He first participated 
in the SPICE studies (on cost- 
effectiveness), working on the 
Departments of Agriculture and 
Transport. He was a leading 
member of the team which did 
the first comprehensive audit 
of the House of Commons and 
was promoted to Principal in 
1981. That year, he took on 
responsibility for professional 
development, including the 
audit trainee program. During 
his time with professional 
development, he designed and 
conducted a number of new 
audit courses and in 1983 
presented the first auditor 
training course in China under 
the auspices of the United 
Nations. Since March 1986, he 
has been responsible for the 
audit of Indian Affairs and 
Northern Development. 


Charles Carriere 


"Over the next few years, | 
would like, through my 
responsibilities in the 
Technical Resource Unit, to 
increase the visibility of the 
important attest audit activities 
and highlight the challenges 
that some of them present to 
the audit team." 


Charles Carriere came to the 
OAG in 1972. He had been 
Assistant Comptroller at 
Perrette Dairy Ltd. On joining 
the Office, he was assigned to 
two Crown corporation audits 
-- the National Harbours Board 
and the CBC. Between 1972 
and 1983, he participated in 
many of the Office’s major 
projects and audit activities: 
the SPICE study at CIDA, the 
first round of FMCS at the 
Department of the Solicitor 
General, comprehensive audits 
of External Affairs and the 
Canada Employment and 
Immigration Commission 
(CEIC), and public accounts 
audits of departments and 
attest audits of Crown 
corporations. Promoted to 
Principal in 1983, his most 
important responsibilities were 
the audits of CEIC, the 
Unemployment Insurance 
Account and the Royal 
Canadian Mint. Since 1986 he 
has been with the Crown 
Corporations Group; currently 
his charges are the CBC, its 
Pension Fund and subsidiaries 
the Canada Mortgage and 
Housing Corporation and the 
Technical Resource Unit 
(TRU) of the Office. 


Ed Khalil 


"My team’s major 
preoccupation over the next 
couple of years will be the 
auditing of government 
contracting at DSS where 
eight billion dollars’ worth of 
contracts for goods and 
services are issued yearly on 
behalf of the federal 
government. We published our 
first DSS chapter in 1987, and 
the second in 1988. We will 
also be reporting this year and 
next.” 


Ed Khalil is the Principal responsible for the audit of Supply and 
Services. Before coming to Canada, Ed received his B.Comm. 
degree and worked in the Office of the Auditor General of Egypt. 
In Canada, he articled with Thorne, Ernst and Whinney, Chartered 
Accountants of Toronto. where he obtained his CA designation. 
He has been with the OAG for the past 10 years, during which 
time he has audited Revenue Canada - Taxation, Loto Canada, 
Health and Welfare, Veterans Affairs, Finance and Treasury Board. 
He was also a member of the Federal-Provincial Auditors Task 


Force on Taxation. 


John Rutherford 


"The OAG has an important 
role to play in the system of 
governance. | find it satisfying 
to take part in this organization 
and to contribute to its 
performance." 


John Rutherford holds a 
B.Eng. from McGill University, 
an MA in mathematics from 
Queen’s University and a PhD 
in statistics from the Virginia 
Polytechnic Institute. He joined 
the OAG in 1977 to work on 
the SPICE study, after 
teaching at the Royal Military 


College and working at DuPont 
of Canada and the Department 
of Health and Welfare. At the 
OAG he has managed VFM 
audits of the Atomic Energy 
Control Board, the National 
Energy Board, the National 
Energy Program and the 
Consumer Affairs Program. He 
also did a government-wide 
audit of the management of 
research and development. He 
spent 18 months on 
secondment to the Treasury 
Board Best Practices 
Exchange Program, with a 
group tasked with finding 
examples of well-managed 
programs and developing case 
studies and seminars to pass 
on the lessons learned. John 
also spent two years working 
on Gordon Osbaldeston’s 
study of the Accountability of 
Deputy Ministers. More 
recently he has been auditing 
and studying the flow of 
information to Parliament. Last 
year this resulted in a chapter 
in the annual report on the 
Estimates and this year’s 
chapter will be on the Public 
Accounts. 
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New Principals 


Beant Barewal 


"Bonnie Miller and | are 
building up a multi-disciplinary 
team and giving a new 
orientation and structure to it, 
moving the team from doing 
mostly attest audits to devoting 
a greater proportion of effort to 
VFM work. This will present 
interesting challenges in 
applying VFM approaches to 
the financial and fiscal 
programs of the government." 


Beant Barewal joined the OAG 
a year ago as a member of the 
Central Agencies team. He 
has been an assistant 
professor at the School of 
Business, Dalhousie University 
and has held senior level 
positions in government at 
Industry, Science and 
Technology and Investment 
Canada. He also spent two 
years in Clarkson Gordon’s 
Ottawa office. During the past 
year he has participated in the 
special examination and attest 
audit of the Canadian Deposit 
Insurance Corporation and the 
value-for-money audit of tax 
collection agreements. He will 
be working on comprehensive 
audits of the Office of the 
Superintendent of Financial 
Institutions, the Office of 
Privatization and Regulatory 
Affairs, and federal-provincial 
arrangements in the 
Department of Finance. 


Philip Childs 


"The growing demand for 
legal support from all branches 


of the Office has resulted in the 


centralization of legal staff so 
that these demands may be 
better met. | look forward to 
implementing the policies set 
out in the Legal Services 
Bulletin of 8 March 1989." 


Philip Childs came to the 
Office in January 1985 for 

a six-month term to do legal 
work and a study on security. 
He stayed on as the Office’s 


A 


legal advisor. Before he came to the OAG Philip had spent 25 
years in the Canadian army, after wartime service in the British 
army. He received his LLB from the University of Ottawa in 1977, 
was Called to the bar in 1979, and spent several years in private 
practice in Kemptville, Ontario. In March 1989 he became the 
OAG’s first Director of Legal Services. 


Reno Cyr 


"On the Transport team, our 
management style and 
philosophy are based on team 
effort and participative 
management involving all staff. 
! consider it important that staff 
at all levels feel they have 
challenging work and are 
making a significant 
contribution. This approach 
has been a factor in the many 
successes we have had in our 
outputs and in the high level of 
morale on the team." 


Reno Cyr joined the OAG in 
1983 after 22 years in the 
Canadian Forces, much of it in 
the combat engineering and 
construction engineering 
professions. He began as a 
Director on the Public Works 
team and moved to the 
Transport team in 1986. He 
has taken part in important 
audits of Public Works and Air 
Transport, and in the reviews 
of project management at the 
Canadian Security Intelligence 
Service and the Canada 
Museums Construction 
Corporation. He has recently 
been involved in special 
examinations of the Great 
Lakes Pilotage Authority and 
the St. Lawrence Seaway 
Authority and in the 
development of special 
examination methodology in 
the Office. Reno is now 
preparing for the 
comprehensive audit of Air 
Transport, which will be 
reporting in 1990. He began 
working on his CMA in 1985 
and expects to complete the 
final courses shortly. 


Claude David 


"| have had a high regard for 
the Office since the 1970s, 
when | first heard about it and 
its exchanges of personnel 
with the private sector. | 
associate the OAG with a 
highly professional group and, 
in the back of my mind, I’ve 
always thought | might one 
day like to join its staff. | must 
say also that | find the 
Montreal office audits a very 
impressive and interesting list 
of clients." 


Claude David joined the 
OAG’s Montreal office as a PX 
on | March 1989, bringing to it 
his years of senior financial 
management experience in the 
private sector. His previous 
position was Vice-President, 
Finance, for Corby Distilleries 
Limited in Montreal. Claude is 
a graduate of the University of 
Windsor and obtained his CA 
in 1968. He spent several years 
with Arthur Andersen and Co., 
working in both their Montreal 
and Toronto offices. He has 
held senior management 
positions in the 
telecommunications, pulp and 
paper, and alcoholic beverage 
industries in Canada. 


Gary Lambert 


"Working in this environment 
is a Challenge, but it’s also 
fun, because as a separate 
employer with an orientation 
toward the private sector, one 
must be less bureaucratic, 
more creative and more’ 
service-oriented than in any 
other department | have 
worked in. Here you have to 
cut away the heavy cloth of 
bureaucracy and get down to 
fast, efficient service. Since 
1985, staff in Personnel has 
been reduced from 25 to 18, 
yet we are still asked to 
produce the same high level of 
service -- a very interesting 
challenge!" 


Gary Lambert came to the 
OAG in 1980, and has been 
Director of Personnel since 
December 1986. A graduate of 
Carleton University in the 
Public Administration Program, 
Gary has spent many years in 
the federal government. He 
worked for Employment and 
Immigration, and then at the 
Treasury Board. In 1975 he 
took part in the PSC’s Career 
Assignment Program, and was 
assigned to the Departments 
of Regional Industrial 
Expansion and Indian Affairs 
before joining the OAG. He 
has been involved in several 
innovations at the Office, 
including the creation of the 
Management Category (PX, 
DX, and MX) and the AU-S 
group, which are unique in the 
federal government. 


John McCullough 


"Working in the regional 
setting has given me a whole 
new perspective of the Office 
and its role. The federal scene 
in Winnipeg ts just a mini- 
version of what goes on in 
Ottawa. However, that has 
allowed me to get a full-scope 
view of the activities in dozens 
of departments and 
corporations as Opposed to 
concentrating on one or two 
very large entities. | feel | now 
have a better understanding of 
the breadth of both the clients 
we serve and the audit 
activities we carry out." 


John McCullough joined the 
OAG three years ago and is 
currently responsible for the 
Winnipeg and Regina offices. 
These offices audit entities 
centred in the Western Region 
such as the Freshwater Fish 
Marketing Corporation, the 
Canadian Grain Commission 
and the Arctic College, and 
also carry out work referred 
from Ottawa on over 20 other 
clients. Before moving to 
Winnipeg, John’s major 
assignment was the audit of 
the Atlantic operations of the 
Department of Fisheries and 
Oceans, which was reported in 
the 1988 Report. And before 
joining the OAG, John spent 
12 years in the Toronto and 
Ottawa offices of Ernst and 
Whinney. He obtained his CA 
designation in 1974. 
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Bill Rafuse 


"Since returning to the OAG, | 
have been responsible for two 
departments that are highly 
decentralized. | find that my 
regional experience !s 
invaluable in this work. | 
believe that the success of 
regional people who move 
here can be attributed in part 
to the experience and 
discipline gained from working 
on many different audits with 
tight deadlines." 


Bill Rafuse joined the Halifax 
regional office in 1974 as an 
audit assistant, following 
several years in the banking 
industry. He received his CMA 
designation in 1978. While in 
Halifax he worked on a variety 
of departmental and Crown 
corporation audits. In 1982, the 
PSC’s Career Assignment 
Program placed him first with 
Veterans Affairs in 
Charlottetown, and then with 
the Policy Development 
Branch at the OCG. There he 
worked on Part Ill of the 
Estimates and the 
development of Operational 
Plan Frameworks. In 1986, Bill 
returned to the OAG, this time 
in Ottawa. Since then he has 
done both public accounts 
work and VFM audits of Indian 
Affairs and Northern 
Development and the Medical 
Services Branch and Canada 
Assistance Plan of National 
Health and Welfare. He 
received a Master’s degree in 
Public Administration from 
Carleton University in June. 


Trevor Shaw 


"| wonder if all taxpayers will 
soon come to seriously 
understand that governments 
cannot do things at no cost; 
they shift the burden around. 
The time of living on credit is 
over and the era of deficit 
reduction ts at our doorstep. 
This will challenge financial 
management in the public 
sector as never before.” 


Trevor Shaw’s first association 
with the Office was in 1976, 
when he came on a two-year 
Executive Interchange 
assignment to participate in 
the first FMCS. In 1984, he left 
his partnership in Dunwoody 
and Company to become a 
permanent OAG employee. 

He obtained his CA in 1973 
and his CMA designation in 
1983. Trevor has played a part 
in VFM audits of Agriculture, 
Defence and Statistics Canada 
and in audits and special 
Studies of the Canadian Dairy 
Commission and the Farm 
Credit Corporation. He has 
also worked on public 
accounts, as well as on both 
of the Office’s FMCS studies. 
In addition, Trevor has 
contributed to methodology by 
writing bulletins on 
management letters and 
follow-up, the authorities 
section of the Comprehensive 
Auditing Manual, and a guide 
to auditing financial 
management and control. He 
is currently functional leader in 
the Office for financial 
management and control. 


QS, 


Nancy Stoneman 


"The next few years will be 
very interesting as we look 
back over our experience of 
the first cycle of special 
examinations and prepare to 
undertake the next round. | 
am very pleased to have an 
opportunity to play a role in 
this work as a Principal in the 
Crown Corporations Group 
and am excited by the 
challenges it presents." 


Nancy Stoneman has been 
with the OAG since I98I, when 
she joined the Effectiveness 
group, after spending several 
years at National Health and 
Welfare as a research officer 
and policy analyst. She has a 
BA from Queen’s University in 
sociology and psychology, an 
MPL from Queen’s in Urban 
and Regional Planning and a 
PhD from Carleton University 
in sociology. During her first 
four years with the Office, 
Nancy did the effectiveness 
work for several 
comprehensive audits and 
contributed to developing 
procedures for effectiveness 
auditing. She now works with 
the Crown Corporations 
Group, dividing her time 
between methodology 
development and special 
examinations. She drafted the 
special examinations section of 
the Comprehensive Auditing 
Manual and helped to write the 
Office publication "A 
Framework for the Conduct of 
Special Examinations in Crown 
Corporations". 
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I am pleased to see that my own 
professional organization -- the 
Canadian Institute of Chartered 
Accountants (CICA) -- is moving 
to increase bilingual services to its 
membership, and to conduct 
accounting research in the French 
language. A few months ago I had 
the privilege of attending a CICA 
luncheon where I was invited to 
contribute to a discussion on the 
subject of providing bilingual 
services. Before participating, I 
sought the advice of senior 
francophones in my Office. Our 
Assistant Auditor General with 
responsibility for the Eastern 
Region, Jean-Guy Laliberté, 
F.C.A., responded with words that 
seemed to me so wise and relevant 
that I made them the theme of my 
own presentation at the luncheon. 
This is what Jean-Guy said: 


Being reasonably bilingual and 
not too subject to emotional 
disturbances, I may not be a 
good adviser to you on 
questions of bilingualism. 
Nevertheless, these are my 
thoughts. 


I put bilingualism and 
biculturalism on a similar 
footing. Bilingualism is much 
more than offering services in 
both official languages, and 
allowing individuals to express 
themselves in the language of 
their choice. That’s providing 
translation. 


True bilingualism implies: 


* bi-directional respect -- not 
mere tolerance or, worse, silent 
aversion; 


¢ bi-directional communication, 
requiring genuine respect and 
generosity; 


* equal opportunity for members 
of the minority language group 
to participate as volunteers, 
researchers, etc.; 


* granting all members a real 
sense of belonging -- without 
reference to their origins; 


* offering complete services on 
equal terms in both official 
languages; 


* putting effectiveness ahead of 
costs; and 


* having a sincere desire to 
succeed. 


Bilingualism goes far beyond 
offering services to members in 
the minority language group. 
To reach true bilingualism 
requires motivation and a 
conscious decision. 
Bilingualism will never be 
achieved, if the reasons for 
promoting it are merely 
political or it is regarded as a 
concession to buy peace within 
an organization. 


I’m grateful to Jean-Guy for 
expressing so clearly what I myself 


From the Corner Office 


believe. If the CICA wishes to be a 
truly national institution offering 
equal opportunities to participate 
for all its members -- from 
Newfoundland through Beauce and 
up to Yukon -- it must do more 
than offer translation. We must 
learn to walk in other members’ 
shoes. And the CICA must respect 
the cultural and language needs of 
all chartered accountants. 


Progress is being made. Let’s keep 
the ball rolling. 


ne 


Kenneth M. Dye, F.C.A. 


Opinions 1 


The Public Accounts Committee Hearings on the 1988 Department 


of Agriculture Chapter: 


Working Together Towards a 
Common Goal 


by Peter Simeoni 


Background to the Hearings 


The results of the audit of the Food 
Production and Inspection Branch, 
Department of Agriculture were 
presented to the House of 
Commons in the 1988 Report of 
the Auditor General. The Standing 
Committee on Public Accounts 
(PAC) called the Department of 
Agriculture to its hearings on the 
1988 Report of the Auditor 
General on 13 and 20 June 1989. 
These were the first hearings of the 
new Public Accounts Committee 
concerning a chapter in the Report. 


The Food Production and 
Inspection Branch of the 
Department of Agriculture is 
responsible for protecting the 
health of Canadians and Canada’s 
food, plant and animal industries. 
The audit raised issues of 
particular interest to 
parliamentarians involving the 
safety of the Canadian food supply, 
the risks posed by pesticides to 
human health and the environment 
and the threats of plant and animal 
diseases to Canadian agriculture. 
The audit concluded that the 
branch’s management practices 
needed strengthening in all these 
areas. 


Preparations for the Hearings 


In anticipation of being called 
before the Committee, the 
Department had already developed 


action plans in response to the 
audit recommendations and had 
sent reports to the Auditor General 
in February and May outlining its 
progress. These status reports and 
the consultations with Paul Ward, 
the Assistant Auditor General 
responsible for the audit, on the 
implementation of the plans set a 
constructive and co-operative tone 
for the upcoming hearings. 


The objective developed for the 
Office’s appearance at the hearings 
was to help the PAC obtain 
information on the Department’s 
progress in strengthening its 
systems and practices in the areas 
of human health and safety in food, 
pesticide registration and control, 
and preventing the importation of 
animal and plant pests. 


The PAC Hearings 


The hearings began with 
statements by the witnesses and 
members of the Committee in 
memory of Henry de Souza, the 
Principal responsible for the audit 
of the Department of Agriculture, 
who died suddenly last summer 
just after the chapter was 
completed. His professionalism, 
knowledge, and friendship were 
remembered by Deputy Auditor 
General Larry Meyers, 
Jean-Jacques Noreau, the Deputy 
Minister of Agriculture, and Stan 
Hovdebo, the Member of 
Parliament for 
Saskatoon-Humboldt. Len 
Hopkins, the Chairman of the 


Public Accounts Committee, asked 
the meeting to rise in a moment’s 
silence out of respect for Henry. 


In his opening statement, the 
Deputy Auditor General stressed 
that the aim of the 
recommendations made in the 
audit report were to strengthen the 
practices of the Department in 
response to new and emerging 
risks. The most important 
recommendations focussed on the 
need for the Department to: 


* determine the relative risks 
posed by chemical and 
bacterial hazards associated 
with food and agricultural 
products and ensure that 
inspection resources are 
directed to areas of greatest risk; 


* increase laboratory testing for 
chemical residues and bacterial 
contamination in meats, fruits 
and vegetables; 


* strengthen pesticide regulation 
to provide assurance that 
pesticides pose minimal or no 
risk to human health and the 
environment; 


* reduce Canada’s vulnerability 
to foreign plant and animal 
diseases by assessing the risks 
posed by specific imported 
commodities and directing 
inspection resources where the 
risks are greatest; 


* strengthen its policies and 
procedures for the 
phytosanitary (plant health) 


certification of Canadian 
exports. 


Mr. Meyers concluded with the 
suggestion that the Committee seek 
further details on the progress that 
the Department was making in 
response to the detailed 
recommendations. 


The Deputy Minister Jean-Jacques 
Noreau, in his opening remarks, 
commented on the overall safety of 
the country’s food production, 
handling and distribution system 
and the high level of consumer 
confidence about the quality of the 
food they eat. He pointed out that 
no system is perfect and that was 
why he welcomed the comments 
and recommendations of the 
Auditor General. Mr. Noreau went 
on to mention the follow-up work 
to the recommendations 
undertaken by the Branch since the 
end of the audit. He outlined for 
the Committee how the 
Department was responding to 
each of the audit recommendations. 


Range of Members’ Questions 


The questions posed by the 
Members were, for the most part, 
directed to the Department of 
Agriculture. One measure of the 
success of the audit and the 
hearings was how well the 
Members’ questions covered the 
range of audit findings raised by 
the Report. Their questions ranged 
from the training of meat 
inspectors to the registration of 
pesticides, from the accuracy of the 
Part IIIs of the Estimates to the 
safety of the food Canadians eat. In 
response to each line of 
questioning, the Department 
outlined its continuing efforts to 
correct the deficiencies pointed out 
by the Auditor General. 


The following excerpt is 
representative of the tone of the 


Members’ questions and the depth 
of the departmental preparatory 
work: 


Mrs. Diane Marleau (Sudbury): 
The Auditor General stated that 
there is a need to re-evaluate all the 
pesticides currently in use, but it 
will take 15 years to review even 
the highest priority and highest 
volume products. Can the 
Department explain what can be 
done to re-evaluate pesticides 
against current standards in a 
shorter period of time?... 


Mr. Noreau: Mr. Chairman, we are 
doing a number of things in this 
area. First of all, we have ranked 
the pesticides in their order of risk 
and usage so as to give us a bit of a 
priority order as to what needs to 
be re-evaluated sooner. Secondly, 
we also have clarified some 
guidelines for the use of temporary 
registration that we are still using 
in certain cases when further study 
needs to be done.... (In addition,) 
the minister has launched recently 
this review of the pesticide 
registration process. 


Dr. Brian Morrissey (Assistant 
Deputy Minister): Mr. Chairman, 
the work planned for the next few 
years...will in fact cover about 80 
to 90 percent of the volume by 
weight of pesticides used. The 
second point is that the United 
States is making a significant effort 
to re-evaluate the mature 
pesticides...if they are re-evaluated 
in the United States, the data 
becomes available to us here. The 
third point is that under the 
Canada-U.S. trade agreement we 
have provisions...to share data. The 
last pertinent item is that we have 
made arrangements with the 
manufacturing companies that, 
where several companies are 
manufacturing the same pesticides, 
the cost of producing (new 
information) in the re-evaluation 


process could be shared between 
several companies. 


The witnesses for the Office of the 
Auditor General responded to 
questions dealing with the 
clarification of audit findings, 
explanations of audit methodology, 
and with the definition of key 
terminology. In explaining the idea 
behind the phrase ‘reasonable 
assurance’, the Deputy Auditor 
General stated that: "...it is not 
appropriate to expect 100 percent 
assurance that food is safe. So you 
look for ‘reasonable assurance’, 
looking at the cost of providing the 
assurance as opposed to the 
(actual) assurance you can give...in 
effect, you are developing your 
resources as efficiently as you can 
to provide assurance to consumers 
that the food is in fact safe." 


At the beginning of the second 
hearing, the Committee Chairman 
asked the Department of 
Agriculture to provide the 
Committee with target dates for the 
implementation of remedial 
measures for each of the 18 
recommendations made in the 
report of the Auditor General. Mr. 
Noreau agreed and pointed out that 
the Department had already sent 
two progress reports to the Auditor 
General. The Chairman then asked 
the Department to update its 
progress on the remedial actions 
and Mr. Noreau offered to provide 
the Committee with the existing 


progress reports and all future ones. 


At the end of the hearings, the 
Chairman congratulated both the 
Department of Agriculture and the 
Office of the Auditor General for 
their testimony. He singled out Dr. 
Morrissey and Paul Ward with a 
few words of appreciation for their 
well-informed testimony. 
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Auditing Information 
Technology for Value for Money 


by John Cooper 


The following speech was given in 
April 1989 by Audit Principal John 
Cooper to the Vancouver Chapter 
of the EDP Auditors Association. 


We stand today on the threshold of 
the information technology age. 
And to a large extent, the way we 
manage that technology will 
determine how effective we are in 
meeting the information needs of 
this country in the future. 


Recent estimates credit new 
technology for 50 percent of all of 
the productivity gains in the United 
States over the last 30 years. In a 
service-based industry like the 
government, where much of the 
business is in information flows, 
the gains could be even higher. In 
fact, of all of the tools available to 
government, information 
technology has the potential to be 
the single most important 
contributor to improved efficiency 
and economy. 


At the present time Ottawa spends 
between two and four billion 
dollars each year directly on the 
acquisition, development and 
operation of information systems, 
telecommunications and all of their 
related technologies. 


When you consider all of the 
overheads and people working 
with these systems, the impact 
could be in the 15 to 20 billion 
dollar per year range. So it isn’t 
difficult to understand why our 
Office is interested. 


Before discussing the serious 
issues we find in our work, it might 
be useful to state the principles 


from which our 
Office measures 
progress in this 
field. 


First of all, we 
believe that 
informatics is a 
corporate 
resource that 
pervades 
organizations, 
and while it can 
be used for 
strategic 
advantage, it 
must be seen to 
serve and support 
management. We 
look upon informatics as an 
investment, not as a cost of doing 
business. 


We also believe that the use of 
information technology is 
subordinate to the management 
process. And because of that, we 
believe that informatics requires 
management scrutiny and attention 
at the highest levels. 


Today I would like to review the 
issues we believe are important, 
followed by a discussion of our 
findings in the Auditor General’s 
Office, together with some 
observations of key warning signs 
and lessons to be learned. 


Effectiveness 


The first issue to be explored is the 
issue of effectiveness and the 
planning and use of information 
technologies. We have talked 
about the profound impact of 
technology on organization and 
management responsibilities, yet 


we’ve observed that most senior 
executives have little technological 
training and appreciation of the 
management of information 
technology. They have become 
captive to the demands of the 
information systems people and 
have little say in the effective 
utilization of this important 
resource. 


On the other hand, well-managed 
businesses and governments are 
finding rich new opportunities for 
the introduction of technology. 
They’re finding that they cannot 
afford to lag behind in this area of 
automation if they want to survive. 
The question is not whether or not 
to invest, but rather how to do it 
well. 


As auditors, in order to determine 
whether the organization 
effectively provides information to 
all levels of the enterprise, you 
must ask the following questions: 


1. Does management receive the 
information it needs to manage 


the organization and effectively 
execute its programs? 


2. Does the organization 
effectively identify the 
information needs that can be 
met through systems 
development and exploitation 
of information technology? 


3. Is information in automated 
systems timely, complete, 
accurate and accessible? 


4. Does the organization 
continuously monitor 
developments in the 
information technology sector 
and evaluate its applicability to 
the objectives of the 
organization? 


5. Does the EDP function 
routinely brief management on 
current and future trends in the 
use and management of 
information technologies? 


As you can see, the issue of 
effectiveness has enormous impact 
on the management of your 
organization. Effective use of 
technology can lead the 
organization to new business and 
can provide dramatic payoff, but 
only if senior management is 
aware of the potential. You have 
only to look at the way banks have 
been transformed through 
technology, to see the possibilities. 


Of the many problems that we 
have encountered over the years, 
some seem to come up more often 
than others. We have noticed for 
example, that many project failures 
are not software or hardware 
related, but rather result from a 
lack of proper support and scrutiny 
from senior management. We have 
also noticed that although the 
responsibilities of the information 
technology manager have grown in 
recent years, the mandate and 
reporting relationships have not. 
Many EDP managers are staffed at 


a level well below the key 
decision-makers, and lack the 
strong support or authority to 
effectively implement a new 
computerized system. 


Another problem we have noted is 
that strategic planning is usually 
done for mainframe computers 
only, ignoring the importance of 
micro-computers and other 
technologies. It is also generally 
incremental in nature, and seldom 
relates to the business plan. 


As a general rule, our effectiveness 
audit of an informatics function 
starts with a review of the EDP 
mandate, objectives and job 
descriptions of key personnel. If 
the EDP manager does not have 
the mandate and support of senior 
executives, there will likely be 
problems in other areas. 


Efficiency, Economy 


The next issues to discuss are the 
twin issues of efficiency and 
economy. While the effectiveness 
issue deals with strategies and 
considers the mandate and policies 
of the information systems 
function, this second issue 
considers the operational concerns 
of the enterprise and addresses the 
performance of the function itself. 


One of the largest problems facing 
senior management today in both 
government and the private sector 
is the management of large 
systems development projects. In 
the private sector, 25 percent of 
large development projects are 
abandoned before completion. 
Sixty percent incur significant time 
and cost overruns. Less than one 
percent finish on time, on budget 
and fulfil user expectations. And 
the average large system costs 
twice the original estimate and is 
delivered more than one year late. 


That’s the private sector. In 
government, we’ll have to improve 


significantly just to catch up to this 
abysmal record. In the Financial 
Management and Control Study 
(reported in the 1987 Report), 
about one-third of the projects we 
looked at were abandoned, almost 
all incurred significant cost 
overruns, none finished on time. 
The average large financial 
management information system 
costs two to 10 times the original 
estimate and is delivered from two 
to five years late. 


We find it curious that we have 
such a bad track record when we’ re 
building systems to support 
management functions, but not 
when we’re building systems to 
deliver legislative programs where 
the requirements are clearly 
defined. Could it be that part of the 
problem lies in management’s 
inability to define to the systems 
developers what they need? 


Harold Geneen, the Chairman of 
ITT, developed a financial 
management information system 
25 years ago that’s better than any 
we’ve produced in government 
today. He had monthly financial 
and operating statistics for his 
world-wide operations by the 
second working day of each 
month. He had delegation and 
decentralization, but he also had 
this very powerful information 
system which gave him the means 
to control the organization and 
know what was going on. 


But if we keep on launching 
massive two- to 10-year projects to 


deliver information to people who 
haven’t defined what they need, 
and who won’t be in their jobs for 
more than a couple of years, we’re 
not likely to ever reach this level of 
performance. 


In assessing this issue in your 
audits, keep in mind that all these 
fiascos started with the 
development of a proposal for 
senior management. These "sales 
pitches" should be carefully 
reviewed as experience shows that 
the real cost of a computer project 
is often many times that of the 
proposed costs. Cost over-run is 
not uncommon. Some contributing 
causes to cost over-run include: 


° poor definition of requirements; 


* training costs and other user 
participation that is not 
included; 
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* the inherent risk in selecting a 
supplier. In one case, system 
development costs increased 
because the supplier went 
bankrupt before the completion 
of the project; 


* the additional costs required 
when the organization has to 
reorganize so as to meet the 
needs of the new system. For 
example, one company found 
that their payroll costs 
increased substantially because 
the new computer system 
required retraining for certain 
staff members and the 
consequential reclassification 
of the employees to higher pay 
levels; and 


* project proposals that often use 
technical jargon which 
confuses management in the 
decision-making process. As a 
result, important omissions in 
the proposals are not easily 
identified in the review process. 


In addition to a complete review of 
the proposal and planning process, 
you should examine other facets of 
the systems development cycle. 
Certain efficiency and economy 
issues are often overlooked in 
systems development: 


¢ the costs of making individual 
purchases vs. bulk buying; 


¢ duplicate hardware and 
software development in 
similar but independent 
departments; 


e additional costs incurred 
because of poor documentation. 
When there is staff turnover, 
efforts are often duplicated as 
new staff members have to 
relearn or retrace what has 
already been done; 


* new methods of development 
such as "prototyping" and "data 
modelling" that often result in a 
system that is more 
sophisticated and more 
expensive than required; 


* project managers tend to roll 
over every couple of years so 
that they can remain current 
with changing technology. 
Projects larger than one year, or 
$1 million, or 150 
person-months in effort should 
therefore be broken up into 
smaller manageable projects. 
This improves accountability 
and minimizes the impact of 
staff turn-over. 


Security 


The fourth issue I would like to 
talk about today is a relatively new 
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issue for my group to be involved 
with, and that is the issue of 
security. 


Information is a valuable corporate 
resource. Since the mid-1970s, 
many organizations have begun to 
realize that information itself must 
be safeguarded and protected. And, 
although it’s a resource, it cannot 
be managed the way we manage 
buildings, people or money. 


Over the last few years, 
management has transferred some 
of this valuable information to 
micro-computers, spreadsheets, 
memos, notes and the like. And the 
problems of information 
management and security are 
compounded by the fact that this 
information cannot always be 
itemized and integrated into a 
master inventory. If the evolution 
of corporate management has been 
to delegate responsibility and 
accountability for management in a 
distributed fashion throughout the 
department, then the evolution of 
information management and 
security must follow. The 
information, along with the 
personnel, equipment, funds and 
the technology that produce the 
information must be safeguarded. 


To determine whether the 
organization’s information assets 
are properly secured, you should 
consider the following: 


1. For systems that produce 
information used to make 
critical decisions, ensure that 
appropriate procedures exist to 
protect data integrity, back-up 
and documentation. 


2. Examine and ascertain whether 
policies and practices exist to 
ensure that physical and 
electronic intrusion or theft is 
prevented. And this applies to 
all the technologies, not just the 
mainframes. 


3. Make sure that disaster 
recovery plans are 
implemented and tested on a 
regular basis. 


The Future 


The last subject I would like to 
tackle today is the future and what 
it holds for us. Can we leverage 
what we’ve learned in the past few 
years as EDP auditors to improve 
the management of technology in 
the future? 


First of all, we know that there’s 
going to be an acceleration of the 
investment in business 
technologies. Companies and 
governments are seeking to 
automate routine, and then expert, 
administrative tasks. We’re already 
seeing the beginnings of the next 
great developments: 


* the near-complete robotization 
of the manufacture of goods; 


* introduction of expert systems 
to automate much of what we 
regard as knowledgeable 
advice. For example, in areas 
of financial planning, and 
auditing itself; and finally, 


* large-scale computer 
communications networks, 
linking customers, investors, 
suppliers and regulators, 
instantly, around the world. 


Computers are becoming not only 
easier for managers to use, but 
before long they will be able to 
mix voice, moving images and 
text, using natural language to 
communicate and analyse data. 
We’re also told by the experts that 
computer and communications 
systems will eventually be built, 
operated and rented out by three or 
four major worldwide suppliers. It 
will be too expensive, they say, for 
individual companies to maintain 
the investment in the coming 


generations of communications 
and applications technology. 


What does all of that crystal ball 
gazing hold for us? It seems 
certain, for example, that 
organizations will reduce in size. It 
doesn’t make economic sense to 
put human beings into jobs that can 
be done by computers. 


We may also see the elimination of 
many of the bureaucratic and 
social structures designed to 
assemble and move information 
from one decision point to another. 
It’s clear, as well, that space and 
time will be reduced. Tax returns 
may be filed continuously through 
computer to computer links. Tax 
auditing will be done in the same 
way, thus eliminating armies of 
people whose job it is to create, 
move, summarize and analyse 
current paper flows. 


One looming trend is that expert 
and managerial jobs will be 
threatened no less than clerical 
ones. Any decision based on 
logical inferences from detailed 
data will be computerized. Expert 
systems will replace routine 
decision-making that accounts for 
much of what we do. 


Already we’re seeing expert 
systems designed to aid in medical 
diagnoses. We’Il soon see 
sophisticated systems to manage 
projects, handle cash management, 
analyse acquisitions and mergers, 
and advise on compliance with 
laws, precedents and regulations. 


This new world of computerization 
will mean as well, that 
organization structures will be 
much flatter. Senior managers will 
have access through a terminal to 
all the detailed records of the 
enterprise and they will also have 
powerful tools to organize and 
analyse this data. In this respect, 


many studies have shown that 
success will only be achieved 
through the leadership and 
commitment of the CEO. 


As auditors, we will have to keep 
pace with this explosion of 
technology. Our companies and 
organizations will depend more 
and more on our ability to assess 
the technology and the reliance 
that will develop on it. One 
consulting group has suggested 
that all knowledge workers will be 
dependent on information 
technology by 1992. We must plan 
now if we are going to be able to 


cope. 


In government, we’ll have to study 
the impact of this new world on the 
individual and his right to both 
privacy of and access to 
information. We have a duty to 
ensure that the fundamental rights 
and freedoms are not trampled 

| underfoot in the stampede to take 
advantage of the new information 
age. 


As I said a little earlier, our focus 
is not whether or not it’s wise to 
invest heavily in technology. We 
must try to determine whether our 
organizations are going about it in 
a way that will maximize the 
benefits. 


John Cooper 
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Institute of Public Administration of 
Canada Annual Meeting 


by Lewis Auerbach 


This year the Institute of Public 


Administration of Canada (IPAC) 


held its annual meeting in 
Edmonton from 27 to 30 August 
1989. This year IPAC had the 
future oriented theme "Visions 


2020". The gaffes were among the 


best ever! A keynote speaker 
admitted that his appearance was 
actually a mistake; he thought he 
was being asked to speak to the 
Independent Petroleum 
Association of Canada. Ed 
Schreyer was introduced proudly 
as Ed Broadbent! 


There was also substance. Indeed 
conference speakers tended to 
return to quite similar themes. 
Each has implications for the 


future program of the Office of the 


Auditor General. 
There were five major themes: 


1. Economic and Social 
Changes will reflect trends 


toward economic globalization. 
Most speakers seemed to argue 
this trend is inevitable. Future 
public administrators must 
respond to increasing 
complexity and globalization 
by assisting in the process of 
"harmonization" which must 
occur if Canada is to remain 
internationally competitive 
(See #4 below for the meanings 
of "harmonization.") 


However, to succeed, Canada 
must also be different. 
Canada’s comparative 
advantages in global markets 
will remain closely tied, firstly, 
to our natural resources, and, 
secondly, to our ability to 


maintain the quality of our 
infrastructure and people. 


. Demographic Changes are 


predictable and have serious 
implications for public 
administration. The baby 
boom, low birth rates, and 
declining immigration will 
have serious consequences for 
health care systems, pensions, 
education, and many other 
facets of public administration. 
A larger, better educated and 
leisured older electorate may 
even have more political clout 
than the current elderly. Also 
affected, as we know well, is 
recruitment to the public 
service. 


Internationally, population 
growth of both the third world 
lower class and its affluent 
middle class will have an 
impact on us, both politically 
and in terms of how we view 
markets and potential 
competitors. Only the latter 
was discussed at the conference 
where it was pointed out that 
the affluent middle class in 
China and South Asia will 
exceed the population of the 
U.S. by the year 2000! 


. Training and Development is 


"in", Comparisons with the 
U.S. private sector show that 
Canadian business spends 
much less in training. However, 
specific proposals of how to 
spend vastly increased 
investments in training were 
not discussed. Given the 
generic similarity of 
investments in training to 
investments in scientific 
research and the subsequent 


Scientific Research Tax Credit 
(SRTC) debacle, the OAG may 
want to monitor this area 
carefully. 


. International Comparisons 


will be even more important in 
a global economy. The key 
word is "harmonization". 
Maureen Farrow, head of the 
C.D. Howe Institute; Norman 
Wagner, president of Alberta 
Natural Gas and former 
president of the University of 
Calgary; and Gordon Barefoot 
of Woods Gordon, all used the 
word to signify what they 
believe should be a necessary 
and inevitable adjustment to 
global patterns of trade. They 
did not mean we should 
harmonize with our Swedish 
competitors on social policies 
and with the U.S. on tax 
policies, but rather, the reverse. 
That is, we should be neither 
leaders nor laggards in social 
policy, but should ensure that 
international capital investment 
flows are not impeded. They, 
therefore, did not address the 
following dilemma: that paying 
for the quality of infrastructure 
may involve expenditures 
which a "harmonized" fiscal 
and social policy would 
eschew, nor did they address 
the potentially serious 
consequences for Canada’s 
competitive position of the 
alternative, of reducing the 
deficit by allowing the 
infrastructure to decline in 
quality. However, one speaker 
did speak of the need to include 
infrastructural depreciation in 
calculating the deficit, since it 
is sO important. 


5. Trust and Values are 


essential, both for managing 
the organization, and trying to 
manage the changes having an 
impact on the organization. 
Business-oriented speakers 
were concerned with the values 
of Canadians: that they are not 
sufficiently loyal to employers, 
not sufficiently entrepreneurial, 
and not sufficiently dedicated 
to productivity improvements, 
especially in comparison with 
some of our international 
competitors. 


Others, notably former 
Governor General Ed Schreyer 
and the Chairman of Ontario 
Hydro, Robert Franklin, 
discussed the age-old dilemma 
voters force on politicians: 
everyone wants to go to 
heaven; but few are willing to 
die (i.e. make the necessary 
tradeoff) to get there! 


Franklin explained the rationale 
behind Ontario Hydro’s 
programs for public 
participation and funding 
intervenors. Schreyer proposed 
that perhaps the solution was 
that public servants be 
entrusted with taking the 
long-term view, since 
politicians would never do so. 
In both cases, the underlying 
thought was that values and 
organizational structures should 
try to promote a sense of trust 
between politicians and public 
managers; and between public 
managers and the general 
public. Clearly, as Nancy 
Betkowski, Alberta’s Minister 
of Health argued in her 
luncheon speech, bureaucrat 
bashing is "out". Their role is 
too important. I sensed a 
"kinder and gentler" attitude 
toward public servants. 
(Although George Bush was 
not mentioned, perhaps this 


more positive view is also a 
fruit of harmonization!) 


Three Possible Implications 


for OAG Value-for-Money 
Audits. 


There are methodological and 
substantive areas which may 
deserve further discussion: 


1. Should criteria be more 
international? Given the 
impetus to global competition 
and accompanying pressures 
toward harmonization, should 
the OAG take more account of 
practices and standards of our 
major trading partners? 


2. The political-bureaucratic 
interface: this key factor for the 
future success of public 
management was raised in the 
1983 Chapter on Constraints to 
Productive Management. It was 
also central to Mr. Gordon 
Osbaldeston’s recent book 
Keeping Deputy Ministers 
Accountable. The issue is: how 
does this society promote trust 
and reduce "bureaucracy 
bashing", while at the same 
time ensuring life-cycle costing 
and other longer-term 
value-for-money concerns? 
One focus raised at this 
conference was conflict of 
interest regulations, which John 
Langford, Dean of Public 
Administration at the 
University of Victoria, argued 
reflects not only a lack of 
political trust, but is also a 
serious constraint to productive 
and efficient management. He 
argued that even if 
well-intentioned, conflict of 
interest regulations constitute 
yet another barrier to recruiting 
and retaining the best and the 
brightest as public servants. 
Jack Manion, (former Secretary 
of the Treasury Board and now 
Principal of the Canadian 
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Centre for Management 
Development) at the 
Conference to receive the 
Vanier Gold Medal, reinforced 
this, by conceding Langford’s 
assertion, pointing out that 
federal conflict of interest 
regulations were the result of 
what politicians wanted. 


Is it timely for the OAG to 
examine communications and 
public participation activities 
both in value-for-money audits 
and special examinations? One 
way to impart values is through 
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communications programs. A 
few years ago, communications 
was even a separate spending 
envelope. Last year, DSS 
awarded nearly $100 million in 
outside advertising, film and 
video contracts. This year, the 
Privy Council Office estimates 
that government-wide costs for 
communications will be $180 
million, and this does not 
include the expenses of some 
programs which are in 
themselves communication and 
public relations efforts, such as 
trade fairs. Had these been 
included, the figure would be 
much higher. Fortunately, 
communications techniques are 
now becoming developed 
enough so that cost 
effectiveness evaluations are 
perhaps possible. Given their 
importance and the potential 
for inefficient or ineffective 
spending, these expenditures 
deserve closer attention. 
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Teaching in Singapore 


As an acknowledged world leader 
in producing and auditing financial 
statements, Canada was a natural 
choice when the Commonwealth 
Secretariat was looking for 
expertise in this area. 


In a letter of request to the Office, 
the Commonwealth Secretariat in 
London, England, wrote that, "The 
Commonwealth Fund for 
Technical Co-operation has been 
asked by the Government of 
Singapore to provide an Audit 
Adviser and the Government has 
indicated that it would especially 
welcome Canadian candidates..." 


In response to this request, 
Principal John Adshead and 
Manager Andrew Lennox spent 18 
days in March-April 1989 on 
assignment in Singapore. 


The cost of the program, salaries 
for John and Andrew, travel 
expenses and so forth were 
absorbed by the Commonwealth 
Fund for Technical Co-operation. 


apply extent of audit testing and 
dollar unit sampling." 


"I teach these courses in the 
Office," Andrew said, "and a part 
of Singapore’s request for 
assistance included giving courses 
in these areas." 


"The reason why the Office got 
involved," John continued, "was 
because Canada is one of the few 
countries in the world that issues 
summary level audited financial 
statements. Canada was the only 
country that the Commonwealth 
Secretariat could turn to for 
auditors with expertise in this area." 


He went on, "As Ken Dye said 
before the PAC -- ‘I think we 
should acknowledge that the 
government of Canada is a leader 
in producing financial statements. 
Very few governments have public 
accounts as we do and fewer still 
have them audited, so we are a 
world leader." 


"When we arrived in Singapore," 
Andrew said, "we met Chee Keng 
Soon, the Auditor-General of 
Singapore. We had background 
discussions and we went over the 
courses we would be teaching." 


He continued, "Singapore has a 
six-day work week. From Monday 
through Saturday we taught 
courses in Extent of Audit Testing 
and Dollar Unit Sampling. 
Participants were particularly 
interested in the Office’s various 
software packages that are used in 
conducting an audit. The ones we 
discussed included I Chart, 
AuditPro, IDEA and DUS (dollar 
unit sampling) software. Most of 
our time was spent on the new 
DUS software that is under 
development by the Office." 


Approximately 40 members of 
Singapore’s audit office attended 
the courses. The Auditor-General’s 
Office in Malaysia also had 
representatives. John and Andrew 


The fund is designed to help 

developing countries in getting Api, 
developmental assistance when gue Vr oes 
they need it. 


The job description from the 
Commonwealth Secretariat 
requested audit advisers with 
experience in auditing and 
reporting on government financial 
statements and with specialized 
knowledge of statistical sampling 
techniques for auditing. 


"Andrew and I were a pretty good 
fit for that job description," said 
John Adshead. "I have experience 
in the planning, execution and 
evaluation required to report on 
government financial statements. 
Andrew has experience in the 
detailed instruction of how to 


Dinner at the Auditor-General’s home. From left to right: Andrew Lennox, 
Wee Tong Guan, John Adshead, the Auditor General of Singapore Chee Keng 
Soon, Mrs. Teo Chee Khiang, Teo Chee Khiang and Mrs. Chee Keng Soon. 
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Front row, left to right: Mrs. Chang, Andrew Lennox, John Adshead, Wee 
Tong Guan, and back row: some of the course participants. 


were impressed with the calibre of 
participants. John said, "We were 
impressed with the volume of 
questioning and their high 
knowledge levels in all areas of 
work. They worked in the course 
rooms until nine or 10 o’clock each 
evening preparing questions for the 
next day. They wanted to make the 
best of the short time they had with 
their instructors." 


"In teaching the courses, they 
wanted us to tailor our approach 
and apply our experience to 
Singapore’s situation," Andrew 
said. "They wanted to discuss their 
current approach and go through 
some of the problems they 
encounter in the areas of extent of 
audit testing, dollar unit sampling 
and overall error evaluation." 


John Adshead said, "We found 
many of their problems similar to 
ours so we were able to find 
solutions for some of their 
problems, while for others we 
could only discuss how we were 
still grappling with them in our 
Office." 


"We spent more time on the 
courses than I thought we would," 


he added. "I thought we would 
spend more time on specific 
problems related to government 
auditing, but it turned out that we 
took a broader approach -- how 
one does an audit in general." 


"We also got into a new area. The 
Auditor-General of Singapore has 
been asked by its government to 
report, on a five-year rotating 
basis, on the systems of each 
department. They were struggling 
with the question ‘What kind of 
report do we give on these systems 
audits?’ They want to give a 
full-fledged audit opinion on 
systems. We cautioned them that 
giving positive audit assurance on 
systems can be much more time 
consuming and difficult than only 
reporting significant deficiencies 
that came to notice during the 
audit," John said. 


John and Andrew also enjoyed the 
social side of their visit to 
Singapore. Singapore, officially 
the Republic of Singapore, lies 
about 85 miles north of the 
equator. Singapore is the largest 
port in Southeast Asia and is one 
of the world’s largest commercial 


centres. Though predominantly 
Chinese, Singapore has a large 
number of Malay and Indian 
minorities. 


"The people of Singapore treated 
us marvelously, from the 
Auditor-General on down," 
Andrew said. They met three 
former fellows who had worked in 
the Office through the CCAF 
Fellowship Program, Fong Heng 
Boo (1980-81), Teo Chee Khiang 
(1984-85) both presently Assistant 
Auditors-General of Singapore, 
and Wee Tong Guan (1987-88). 
The fellows sent greetings and best 
wishes to their friends and former 
colleagues in the Office. 


"They just couldn’t do enough for 
us," John said. "They went out of 
their way to please us. During the 
second week, we had a most 
enjoyable dinner at the home of the 
Auditor-General, also attended by 
the fellows." 


"Singapore is a beautiful city," 
Andrew said. "It’s a clean city," 
John added, "with the boulevards, 
the trees, all the greenery and the 
flowers. It’s an urban planner’s 
dream." 


The success of the visit was 
attested to in a letter to Auditor 
General Ken Dye, from Chee Keng 
Soon, Auditor-General of 
Singapore who wrote, "I am 
writing to let you know how 
pleased I am with your two 
officers, Andrew and John, who 
were here in the department to 
lecture on the audit of financial 
statements and dollar unit 
sampling. Besides being effective 
teachers, their attitude and 
responsibility were very 
commendable. My staff learned a 
lot from them and have high 
respect for them. My staff’s only 
regret is that their stay was a little 
too short..." 
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Cost Recovery: 


Award-Winning Article and 
Current Developments 


An OAG article was awarded the Elmer B. Staats Award by the International 
Organization of Supreme Audit Institutions (INTOSAI). The winning article 
was co-authored by Principal Vinod Sahgal, Director Neil Maxwell, and 
David Lewis, formerly an Audit Principal and now a private consultant. The 
article, entitled "Methodology for Auditing Cost-Recoverable Programs: 
Theory and Practice" appeared in the January 1988 issue of INTOSAI’s 
quarterly publication, the International Journal of Government Auditing. 


The Elmer B. Staats Award, named after the former Comptroller General of 
the United States in recognition of his many and sustained contributions to 
INTOSAI, is awarded every three years to the best full-length article 
appearing in the Journal during those three years. 


Opinions spoke to the authors about the article and about recent 
developments in the area of cost recovery. 


Opinions: What motivated you to 
write the article? 


| more efficiently. It was one of the 
| first audits that examined 
efficiency, through program 
results-based auditing. So, we 
thought it would help if we wrote 
an article on it. 


V. Sahgal: The idea for the article 
came from the 1985 audit we did 
of the Air Administration program 
of Transport Canada. We shared a 
strong belief that for major audits 
we should document the 
methodology that was used. I think 
it’s essential for internal 
communications to share our 
experience, and it is important to 
communicate with people outside 
the Office who have interest in that | 
area. It’s a kind of "lessons 
learned" exercise for the future. | 


N. Maxwell: We originally 
published an OAG Discussion 
Paper. We presented it as part of a 
one-day symposium on cost 
recovery at the Financial 
Management Institute, at the 
CCAF annual conference as a case 
study, and at the Canadian 
Evaluation Society. We then 
thought of the International Journal 
of Government Auditing because it 
has an international focus; many of 
the findings could be applied to 
airport systems in other countries. 


The early 1980s was the time when 
the Office was shifting its 
emphasis from systems-based 
auditing to program results-based 
auditing. It was important that 
audits document the methodology 
for program results-based auditing. 
We are also increasing our 
emphasis on efficiency within the 
Office. And our audit was actually 
an audit of how to run airports 


In fact, as we started to dig down 
into what had been written about 
cost recovery, it became clear that 
there were many other areas where 
it could be applied. Management 
of water resources is another area 
-- indeed, virtually any type of 
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capital project. While the article 

focussed on the specific example 
of Transport Canada, we thought 
there were some general lessons. 


Opinions: Would you explain the 
underlying rationale for cost 
recovery? 


V. Sahgal: It is worth 
emphasizing that cost-recovery is 
not primarily an accounting 
question. What we are really 
talking about is the efficient 
allocation of resources. The audit 
issue we were working on was one 
of efficiency. 


N. Maxwell: Cost recovery is 
nothing more than the use of user 
fees to fund an operation or service 
rather than relying on 
parliamentary appropriations. 
There is a tendency to see in that 
definition simply another source of 
revenue. But it is really a much 
more powerful mechanism than 
that. It’s the ability to, in a sense, 


Vinod Sahgal 


impose or create a market 
environment within a program. 
This ensures that, on the one hand, 
users of government services have 
good incentives to temper their 
desire or overuse of government 
services because they face the 
prospect of having to pay for them. 
On the other hand, government 
managers can rely on user fees as a 
market signal to recognize whether 
the service they are providing is 
something people are willing to 
pay for. That, in a sense, is the 
link to our efficiency mandate; it’s 
efficiency in the economic sense of 


being the best allocation of 
society’s resources. 


V. Sahgal: As Neil pointed out, | 
we are really talking about the 
reasons the government should put 
its money into either services or 
capital infrastructure, what is the 
optimum configuration, what is the 
optimum size of operation, and 
what kind of quality standards 
should be developed in providing a 
service. That’s the level at which 
the audit was focussed. 


Opinions: Have there been further 
developments in cost recovery 
since the time of your audit? 


D. Lewis: There has been a great 
deal of movement. First of all from 
the viewpoint of central agencies, 
strong recognition has been given 
to the importance of cost recovery. 
Treasury Board has drafted a 
cost-recovery policy and set 
cost-recovery targets for some 
departments. As we noted in the 
audit that led to this article, it’s 
often the absence of cost-recovery 


Neil Maxwell 


targets that diminishes 
departmental incentives to actually 
engage in some form of cost 
recovery -- because there’s nothing 
to shoot for. In private industry 
there is an incentive to set prices in 
relation to costs because of the 
bottom line. It’s a matter of 
survival. In government there’s 
always the taxpayer lurking in the 
background able (but unwilling!) 
to make up the difference between 
costs and revenues. So targets set 
by central agencies can be of great 
value in providing the incentive 
needed to set prices in relation to 
costs. 


Opinions: What are some 
examples? 


D. Lewis: A simple example 
might be the cost of providing 
passport services. If there is no cost 
to get a passport you might have 
some rather long queues as people 
get theirs updated whether or not 
they are planning to go anywhere. 
Whereas if you have to spend 
money to cover the cost of the 
service that’s being provided -- in 
terms of administrative services 
and the personnel there to help you 
-- then you are more likely to think 
about the decision as to whether 
you really need a passport. And 
that might save the government 
from having to hire an extra 
person, shall we say, to staff 
another window. 


A more significant example is the 
case of major new airports or 
major additions to airports. For 
example, with crowding of Lester 
B. Pearson and the Vancouver 


Da vid Lewis 


airports, the government is under a 
lot of pressure to spend hundreds 
of millions of dollars on new 
facilities. But Transport Canada is 
looking at imposing peak period 
landing fees in order to send a 
signal to those who want to take 
off and land during very crowded 
times that they must bear their 
share of the cost. It’s a way of 
saying "If you don’t value landing 
at 5:00 p.m. enough to cover the 
cost, then land at 3:00 p.m. and 
we’ll charge you less because we 

have unused capacity at that time 

of day." 
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Opinions: What else has 
happened? 


D. Lewis: I also see a movement in 
the assessment of major capital 
investments in the federal 
government. Analysts are 
beginning to test analytically what 
might happen to the demand for 
these services if the price were set 
in relation to costs. And I think this 
is a very favorable turn of events 
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because capital investment is an 
immense strain on federal 
resources. And every dollar of 
capital used by the public sector is 
not available for investment by 
private industry. 


Opinions: What are some things 
that an auditor should be doing in 
looking at cost recovery in a given 
area? 


V. Sahgal: I would say that cost 
recovery should be examined 
whenever a government 
department is providing a service 
to a specialized group of customers 
and efficiency is key. 


N. Maxwell: There are a number 
of specific issues that I think are 
worth talking about. The first one 
is something we never envisaged 
back in 1985 -- the possibility of 
over recovery. Many of these 
government services are 
monopolies. So you have all the 
prerequisite conditions for the 
possibility of over recovery -- 
setting fees beyond the cost of 
providing the program. And that is 
a serious authorities issue. It’s 


really unauthorized taxation and it 
undercuts the very heart of a 
parliamentary democracy; which is 
that Parliament holds the 
government to account by the 
voting of supply. That is a very 
important issue that should be 
explored as we audit different 
programs. 


A related area is that of disclosure 
and accountability to Parliament. 
It’s important that disclosure to 
Parliament of user fees be clear to 
permit parliamentarians to 
understand the specific objectives 
for cost recovery in each case. 
Also, it is important that 
parliamentarians understand the 
separation between the costs that 
are rightly assumed by the 
government in the pursuit of 
broader public policy versus the set 
of costs that really are properly 
chargeable to users. It is 
fundamental that they be separated 
to ensure accountability. 


V. Sahgal: Absolutely. One can 
look at Crown corporations; in 
theory Crown corporations are 
supposed to provide certain 
services to specialized groups. At 
the same time they are expected by 
their political masters to fulfil 
some policy objectives. But if the 
costs of the two are not segregated, 
then you are going to have a 
mishmash. Don’t be surprised if a 
Crown corporation starts losing 
money or starts cutting its services. 


Opinions: So what about across 
government. Do you see cost 
recovery used more extensively? 


D. Lewis: Very much so. I think 
that the mystique, and the negative 
connotation to cost recovery in the 
public’s mind have been largely 
eroded. The public has grown up; 
it’s become more mature. It 
realizes that for the same good 
reasons that people are required to 
pay a price for a container of 
coleslaw, they should be required 
to pay the price for obtaining some 
government services as well. 


However, cost recovery is not 
appropriate where you can’t 
identify a distinct user group and 
there are many of those programs. 
In fact, there are more programs of 
that nature than not. Defence is an 
example -- we are all consumers of 
defence and for that reason there 
will never be a user fee for any 
particular defence-related service. 
We share in the acquisition of 
national defence through general 
taxation. 


We really can’t expect to make a 
huge dent in the efficiency of 
government or the federal deficit 
through the application of user 
fees. But we can make a 
noticeable dent over the next 
decade or so as a result of cost 
recovery for federal services. Cost 
recovery is one of the techniques 
available to become more efficient, 
to become financially more 
responsible and to keep the house 
in order. 


IDI’s Mandate Renewed for 
Another Three Years 


At the general plenary session of 
its XIIIth Triennial Congress in 
Berlin, last June, the International 
Organization of Supreme Audit 
Institutions (INTOSAI) approved a 
resolution to continue the 
INTOSAI Development Initiative 
(IDI) for another three years. 


IDI was established three years ago 
at the Second General Plenary of 
INTOSAI XII in Sydney, 
Australia. Since its conception, IDI 
has successfully fulfilled its 
mandate of providing training 
activities and information 
exchange. 


IDI will continue to implement its 
present philosophy and approach to 
the development and delivery of its 
programs. The Secretariat of IDI 
will remain attached to the Office 
of the Auditor General of Canada. 


The approval of this resolution was 
the culmination of three years of 
intense activities to: 


* establish IDI; 
* identify regional needs; 


* develop a philosophy and an 
approach to the development 
and delivery of its information 
exchange and training 
programs in consultation and 
co-operation with user SAIs 
and INTOSAI regional 
secretariats; and 


* start implementing these 
programs through, among other 
activities, the publication of an 
International Directory of 
Information for Audit Training | 
and the sponsorship of some 16 
seminars (for 341 participants 


from 101 different SAIs) and 
workshops. 


The following excerpts, from 
interventions by delegates at the 
conference, illustrate the type and 
degree of support that IDI 
programs have generated: 


"Since INTOSAI XII in 
Sydney, I have witnessed how 
IDI has fulfilled its mandate 
through information exchange 
and training activities." 


"During the congress I have 
noticed that IDI members from 
all over the world are very 
impressed with the quality and 
results of the work done by 
IDI." 


"IDI has undertaken a 
tremendous responsibility in 
upgrading the skills and 
knowledge of SAIs, 
strengthening links between the 
various INTOSAI regional 
organizations ... and I think that 
IDI’s philosophy, approach, 
and work plan deserve our full 
support..." 


",,.as a developed country I 
would say IDI, as a 
co-ordinator of training courses 
and information, has been 
relevant to some of the training 
needs of my own office." 


During the Congress in Berlin, IDI 
representatives held a number of 
meetings with prospective donors 
(the United Nations and the 
African Development Bank), 
which are expected to yield 
positive results in the near future. 
Time was also spent discussing 


training plans for the next three 
years with regional secretariats. As 
a result, for example, the following 
activities are expected to take place 
before the end of December 1989: 


¢« in Nairobi, KENYA, a 
two-week "Computer Auditing 
Workshop" for the anglophone 
SAIs of AFROSAI; 


IDI has successfully 
fulfilled its mandate of 


providing training 


activities ana 
information exchange. 


e in Dakar, SENEGAL, a 
two-week workshop on 
"Contréle Juridictionnel et de 
gestion" for the francophone 
SAIs of AFROSAI, in 
collaboration with the SAIs of 
France, the Ivory Coast and 
Tunisia; 


¢ in Tripoli, LIBYA, a one-week 
seminar on "the Performance 
Audit of Educational 
Institutions" for SAIs of the 
ARABOSAI region, in 
collaboration with the SAI of 
Egypt, 


¢ in Manila, PHILIPPINES, a 
one-week seminar on the 
"Audit of the Public Debt" for 
the SAIs of the ASOSAI 
region, in collaboration with 
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the SAIs of Malaysia and 
Canada; 


| « in Harare, ZIMBABWE, a 
two-week workshop on "Audit 
Testing" for the SAIs of the 
Southern African Development 
Coordination Conference 
(SADCC) region, in 
collaboration with the 
Commonwealth Training 
Initiative (CTI) and the SAI of 
the United Kingdom; and 


| ¢ in Budapest, HUNGARY, a 

two-week seminar on "State 

Control of Agricultural 

Enterprises" for selected SAIs 

of the INTOSAI regional 
groups, in collaboration with 
the SAIs of Hungary, Spain and 
Sweden. 


Finally, plans for 1990 and 1991 
call for the development of a 
number of basic IDI courses (such 
as Audit Testing, Audit Planning 
and Supervision, and Computer 
Audit) and the sponsorship of 
some 16 seminars or workshops, in 
collaboration with a number of 
SAIs. They also include the annual 
updating of the IDI International 
Directory and the addition of new 
sections on audit methodology and 
audit technologies. 


Participants working on a small group assignment at the "Training Managers 
Workshop" in Arusha, Tanzania. 


ee 


Former OAG Fellow Desideri Mchomvu instructing at the Workshop. 


Instructor and Workshop attendees observe a participant’s presentation. 
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The Central Agencies Team 


Central Agencies comprise a group 
of organizations diverse in their 
size, purpose and organization. The 
Central Agencies audit team, under 
the overall direction of Bonnie 
Miller, newly appointed as 
Assistant Auditor General, is 
responsible for auditing this varied 


group. 


The Central Agencies 
organizations are Finance, which 
includes the Department of 
Finance, the Canada Deposit 
Insurance Corporation (CDIC), the 
Office of the Superintendent of 
Financial Institutions and the 
Office of Privatization and 
Regulatory Affairs; Treasury 
Board, which includes the Office 
of the Comptroller General; Privy 
Council Office group, which 
includes a number of smaller 
entities such as the Economic 
Council, Elections Canada and the 
Public Service Staff Relations 
Board; and Parliament, which 
includes the Senate and the House 
of Commons. 


In addition to Bonnie Miller, the 
team has two Principals, Beant 
Barewal and Dennis Paproski. The 
current Assistant Auditor General, 
Doug Deeks, plays an active role 
in the team’s work. Deputy 
Auditor General Larry Meyers 
attends all advisory committee 
meetings and keeps abreast of the 
team’s work. 


There has been a gradual shift into 
value-for-money work in central 
agencies. Two chapters in the 1988 
Report were devoted to Finance: 
one on the management of the 
borrowing program and the other 
on managing the income tax 
information burden. 


This year the team has been 
working on four audits and one 
special examination. These are: the 
CDIC special examination, the 
audits of Finance’s tax collection 
agreements and Canada’s foreign 
borrowing, Treasury Board’s 
Incentive Award Program, and 
Elections Canada. As well, the 
team submitted a number of audit 
note proposals, two of which were 
accepted and are included as Audit 
Notes in the 1989 Report. 


The following sections describe 
some of the work currently 
undertaken by the team. 


CDIC Special Examination 


The team completed the report on 
the CDIC special examination, 
which Ken Dye presented to the 
Corporation’s Board of Directors 
in May. 


Principal Beant Barewal explained 
that although CDIC is a small 
organization -- with a staff of some 
50 people -- it is an important 
organization within the financial 
institutions industry. CDIC 
provides insurance against loss of 
deposits up to $60,000 in Canadian 
financial institutions. One of 
CDIC’s objectives is to be 
instrumental in the promotion of 
standards of sound business and 
financial practices for member 
institutions. 


CDIC’s mandate was significantly 
expanded in 1987. The 
organization is therefore in an 
evolutionary period as it sets up a 
new policy framework to achieve 
its objectives. 


The Corporation has strong 
representation on its Board of 


Directors, which includes the 
Deputy Minister of Finance, the 
Superintendent of Financial 
Institutions, the Governor of the 
Bank of Canada and several well 
known members from the private 
sector. Beant said, "The team met 
with the Corporation’s 
management regularly during the 
eight-month special examination 
process, so that there would be no 
surprises at the final reporting 
stage. Although several sensitive 
issues were brought to light, the 
team received excellent 
co-operation from management 
and good relations continued 
throughout the examination." 


The team has been an 
Office leader in 
contracting out attest 
audit work. 


Tax Collection Agreements 


Under the direction of Principal 
Beant Barewal, the team has 
recently completed work on the 
audit of tax collection agreements. 
The results of the audit appear in 
the 1989 Report. This is the first in 
a series of audits of 
federal-provincial fiscal 
arrangements, which will include 
audits of equalization payments 
and other transfer payments. 


Tax collection agreements were 
chosen for the first audit because 
of the money involved: some $20 
billion in taxes is collected by the 
federal government on behalf of 
the provinces and remitted to them. 
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Under the agreements, the federal 
government collects individual 
income taxes for all provinces and 
territories except Quebec and 
corporate income taxes for all 
provinces and territories except 
Quebec, Ontario and Alberta. It 
sounds simple, but in fact the 
process is complex, involving 
various forecasts, estimates, 
formulas and tax rates which vary 
from one province to another. Each 
province has a separate agreement 
with the federal government. The 
major audit issues concern the 
estimation of payments to the 
provinces and accountability of the 
government to Parliament. 


Management of Canada’s 
Foreign Borrowing 


Last year Principal Dennis 
Paproski reported on the 
management of the borrowing 
program at the Department of 
Finance. This year his team audited 
the management of Canada’s 
foreign borrowing, and, more 
importantly, of Canada’s foreign 
exchange reserves and their 


Participants at a team meeting. 


offsetting liabilities. The results of 
the audit are presented in the 1989 
Report. The audit involved 
examining the major factors that 
affect exchange rate operations as 
well as considering the 
implications to taxpayers and the 
rest of the financial requirements 
of the federal government. 


Dennis identified some of the 
major issues, "The first thing that 
comes to light is that Canadians 
generally have a perception that 
it’s a good thing to have a lot of 
foreign exchange reserves -- that 
somehow we have earned them 
and can use them to defend any 
attack on the Canadian dollar. The 
fact is that we do not earn the 
reserves, we buy them. We buy 
them with debt. This debt may be 
denominated in Canadian dollars; 
that’s what we use to buy foreign 
currencies, as we have been doing 
lately. Or this debt may be 
denominated in foreign currencies 
when we borrow to pump up our 
exchange reserves, as we did when 
the Canadian dollar was weaker." 


The principal issue is that the 
government does not make as 
much money through investing in 
its foreign reserve assets as it 
spends to service its liabilities. 
Therefore, there is a net cost to 
holding foreign exchange reserves. 
The audit examined whether the 
government is managing both the 
asset side of foreign exchange 
reserves and the offsetting liability 
side in such a way that the net cost 
of having exchange reserves is 
minimized. It examined possible 
alternative steps to holding high 
levels of reserves, such as having 
standby credit arrangements that 
are a Substitute for reserves and 
which, if arranged with other 
central monetary authorities may 
cost nothing until they are 
activated. The issue was one of 
portfolio management, minimizing 
the net costs of the foreign 
exchange program to the taxpayer 
through prudent management and 
reasonable risk-taking. 


Another issue was that of 
information to Parliament and 
understanding by MPs. Dennis said 
"We concluded in the audit that the 
systems and processes in the 
program should be clearly 
explained to parliamentarians and 
understood by them." Parliament 
should judge whether the 
Department of Finance is 
managing the portfolio effectively. 
Few expenditure programs receive 
as little scrutiny, dollar for dollar, 
as the management of foreign 
reserves and their offsetting 
liabilities. The net annual cost is 
well over $400 million, not 
counting perhaps another $700 to 
$900 million in opportunity costs 
of holding gold -- an asset which 
earns virtually no income. In 
addition, Canada has incurred very 
large valuation costs in recent 
years. Parliament and the people of 
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Canada should be aware of this 
costly operation and not just of the 
record high levels of foreign 
exchange reserves. 


Incentive Award Plan 


The Incentive Award Plan of the 
federal government encompasses 
the suggestion award plan as well 
as other awards given to public 
servants such as long-service 
awards, outstanding achievement 
awards and merit awards. 


Within the Incentive Award Plan, 
the audit examined the suggestion 
and merit award plans in terms of 
the policy and recognition given to 
public servants. There has recently 
been a decline in the number of 
suggestions made by government 
employees to improve productivity 
in government operations. 
Theoretically the more suggestions 
that are submitted the greater the 
potential benefit to the 
government, because suggestion 
awards can contribute to 
improvements in government 
operations. There are suggestions 
which bring tangible benefits to the 
government such as the adoption 
of a new machinery maintenance 
program which saves $50,000 a 
year. There are other situations 
where the benefits are intangible, 
such as safety improvement in a 
work area: an award might be 
given to acknowledge the 
suggestion but the savings are not 
quantifiable. 


Director Nestor Gayowsky said, 
"Suggestion award plans are set up 
for a number of reasons, for 
example, management may think it 
is a good idea. Another reason is 
that some see it as an employee 
benefit or as a method of 
increasing employee involvement. 
Yet another reason is that it 
provides dollar savings, and often 
significant ones. So there are a 
number of currents that run 
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The Central Agencies team attends a day-long Group 6 meeting. 


through this and we tried to 
understand them and see how the 
plans are working in the federal 
public service. The audit was 
limited in that we looked at six 
departments, selecting them in 
terms of numbers of suggestions 
involved, some with the highest 
activity and others the lowest." 


Elections Canada 


The audit of Elections Canada was 
particularly interesting and 
challenging. It was the first 
value-for-money audit of Elections 
Canada. Director Nestor 
Gayowsky describes the 
organization this way, "Elections 
Canada is a rare government 
organization that operates 
intermittently -- every four or five 
years. It is most unusual, but there 
are some striking analogies to, say, 
the military, who are always 
preparing for the next war. 
Elections Canada knows roughly 
when it is going to have its next 
war. In that sense, it is more 
predictable and their materiel 
supplies for elections, such as 
paper, can be ordered in advance, 


and training and other preparations 
handled well ahead of time." 


The audit examined the way 
Elections Canada discharges its 
responsibilities under the Canada 
Elections Act which is 285 pages 
long and full of detailed 
procedures. Nestor Gayowsky used 
Ful/Text to assist in understanding 
the Elections Act and its 
requirements for electoral 
administration. Ful/Text found the 
necessary references to, for 
example, returning officers, polling 
clerks and ballot boxes, as he 
quickly built up files on each. 


Audit Expertise 


For all the Central Agencies team’s 
audits, interdisciplinary teams are 
used which include both internal 
staff and contract personnel. In 
addition, the expertise provided by 
Advisory Committees was 
highlighted by those heading up 
the audits as a key factor in 
understanding the audit issues and 
in producing a quality audit. 


The team has also made extensive 
use of computer techniques. 
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Bonnie Miller said, "I think 
savings in terms of 
value-for-money work in using 
computers is downstream. There 
has been a learning curve in using 
the techniques for VFM audits, but 
] think that for future audits, once 
there is a discipline in place, there 
could be savings of several 
hundred, up to a thousand hours on 
larger audits -- similar to the 
savings there have been in attest 
audits. We’ve cut back by 25 
percent or more on our attest audits 


this year, partly because of 
computer use, but also because of 
other changes. We raised 
materiality limits. We’ve cut back 
on planning hours where possible. 
We went through an exercise with 
the EDP group to look at how we 
use computer techniques, whether 
Or not we are using them 
effectively, and whether there were 
other areas where we could use 
them. We specifically looked at 
how we were doing all the Finance 
audits. After having gone through 
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this exercise, we figure we can 
save at least 400 hours on the 
Finance attest audits alone." 


The team has also been an Office 
leader in contracting out attest 
audit work. Bonnie explained that 
the team had contracted out two 
audits: the Economic Council of 
Canada; and the Privy Council 
Office (which comprises a number 
of organizations -- the PCO 
Secretariat, the Chief Electoral 
Officer, the Public Service Staff 
Relations Board, the Office of the 
Governor General and the 
Canadian Intergovernmental 
Conference Secretariat). The 
Methodology Development 
Committee is currently developing 
an Office position on contracting 
out audits and Bonnie has been 
instrumental in providing input. 


Members of the team have been 
active in preparing speeches for 
presentations by the senior officers 
of the Office. For example, Ken 
Dye spoke last September on the 
audit of the management of the 
public debt at a conference in 
Cambridge, England, sponsored by 
the Chartered Institute of Public 
Finance and Accountancy; this 
speech was published later in 
Opinions. As well, he recently 
addressed the National 
Accountants in Government 
Convention in Melbourne, 
Australia, on the subject of 
Auditing Privatization - Process 
not Policy. 


Team members have also 
responded to invitations to speak 
on their work to professional 
gatherings. Dennis Paproski, 
assisted by Tom Allen, has 
prepared and presented a review on 
economic performance and 
economic outlook to the Executive 
Committee, the Principals’ group 
and several team gatherings. 


Dennis Paproski made a 
presentation on auditing public 
debt to the annual meeting of 
Canada’s Legislative Auditors in 
Halifax in July 1988. Over the next 
few months, Dennis will be 
working with Doug Decks to 
develop a technical program on the 
audit of public debt for a workshop 
sponsored by the INTOSAI 
Development Initiative; they will 
also serve as resource officers for 
the workshop which will be held in 
Manila in early December. 


Coming Next in 


Opinions 


The 1989 Report 


e An Interview 
with the Auditor 
General 


How the Media 
Reacted 


International 
Symposium on 
Defence Auditing 


Our Mistake ... 


In the Summer issue of 
Opinions, new Audit 
Principal Claude David was 
incorrectly identified as a 
PX-1. He joined the Office 
at the PX-2 level. 
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